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TUESDAY, MARCH 19, 1957 


Hovuse or RerpresENTATIVES, 
CoMMITTER ON AGRICULTURE, 
Washington, D.C. 


The committee met, pursuant to notice, at 10 a. m., in room 1510, 
New House Office Building, Hon. T. Ashton Thompson presiding. 

Present: Representatives Thompson, Cooley, Hagen, Thompson, 
Abernethy, Gathings, Johnson, Hoeven, Simpson, McIntire, Dixon, 
Smith, Krueger, Matthews, Teague, Tewes and Burns. 

Also present: Representative Gerald Ford. 

Mr. THomrson. The committee is meeting this morning for the pur- 

ose of giving consideration to a series of bills. H. R. 4504 a bill 
introduced by the chairman; H. R. 4250, a bill introduced by Mr. 
Anfuso and H. R. 3623, a bill introduced by Mr. Ford, to encourage 
the improvement and development of marketing facilities for han- 
dling perishable agricultural commodities. 

(The bills are as follows:) 


[H. R. 3623, 85th Cong., 1st sess.) 


A BILL To encourage the improvement and development of marketing facilities for 
handling perishable agricultural commodities 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Market- 
ing Facilities Improvement Act”: 


DECLARATION OF POLICY 


Sec. 2. It is found and declared that the marketing of perishable agricultural 
coinmodities affects the public welfare and is a matter of grave national con- 
cern; that vast quantities of fruits, vegetables, and other perishable agricul- 
tural commodities shipped from various producing areas located throughout the 
United States and foreign countries pass through and are handled in public 
marketing facilities located in large consuming areas which are in most instances 
inadequate and obsolete; that the handling of perishable agricultural commodi- 
ties in such facilities is attendant with many uneconomic practices, greatly in- 
creasing costs and causing undue losses, excessive waste, spoilage, and deterio- 
ration, which result in producers receiving prices far below the reasonable value 
of their products, in unduly and arbitrarily enhancing costs of operations in 
such markets, and increasing the price of food to consumers; that the prices 
of all perishable farm commodities are directly affected by the prices made on 
these public markets and are adversely affected by the unduly burdensome 
costs resulting from obsolescent and inadequate facilities ; that obsolete and anti- 
quated facilities create such an undue restraint and unjust burden on interstate 
commerce as to make it imperative that appropriate measures be taken to free 
such commerce from such burdens and restrains and to protect producers and 
consumers against oppressive costs resulting from the use of such facilities ; 
that modern facilities would make possible the saving of millions of dollars an- 
nually by removing the cause of many of the unnecessary costs and burdens; 
that in spite of the great need for improved facilities, efforts in the past have 
failed to bring about a satisfactory solution to the problem; that this failure 
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has been due largely to the inability of farmers, dealers, brokers, commission 
merchants, and others, individually or collectively, to obtain through regular 
financial channels the relatively large amounts of capital necessary for the con- 
struction of modern facilities. In consequence of the conditions referred to 
above, it is hereby declared to be the policy of Congress through the powers 
herein conferred upon the Secretary of Agriculture, to aid in the establishing 
of such public marketing facilities for the wholesale handling of fresh fruits 
and vegetables, poultry, eggs, dairy products, other perishable agricultural com- 
modities and sea food as will be conducive to orderly and efficient distribution, 
increased consumption, and a reduction in the spread between prices paid by 
consumers and those received by farmers. 


GENERAL PURPOSE 


Sec. 3. It is the purpose of this Act to facilitate, encourage, and assist munici- 
palities and political subdivisions of States, public agencies, and instrumentalities 
of one or more States or municipalities, public corporations and boards, and pri- 
vate enterprise in the creation and development of modern and efficient public 
wholesale markets for the handling of perishable agricultural commodities in 
areas where such markets are found to be needed and where Federal assistance 
is requested and anthorized as prescribed in this Act, to the end that unnecessary 
costs and burdens attendant with the marketing of perishable agricultural com- 
modities caused by inadequate or obsolete facilities may be eliminated and that 
the spread between the amount received by producers and the amount paid by 
consumers may be reduced. 


DEFINITIONS 


Sec. 4. For the purposes of this Act— 

(a) “Market facility” means all the facilities used in connection with the 
operation of a public wholesale market, including the land, buildings, fixtures, 
equipment, and other appurtenances necessary or incidental to the operation of 
a public wholesale market for perishable agricultural commodities constituting 
a single integrated market located in a substantially contiguous area, not includ- 
ing facilities for handling livestock but including such land as may be held for 
sale or lease to those persons or corporations desiring to construct related facil- 
ities, utilities and complementary food processing, storage and packaging facili- 
ties. 

(b) “Public wholesale market” means a place which serves as the major source 
of supply of perishable agricultural commodities consumed in a large consuming 
area and which is operated primarily for the purpose of selling or otherwise dis- 
posing of perishable agricultural commodities at wholesale for resale to others. 

(c) “Perishable agricultural commodities” means agricultural commodities 
and products thereof, consisting principally of fresh fruits and vegetables, handled 
alone or in combination with poultry, eggs, meats, seafood, and dairy products. 

(d) “Mortgage” means a first mortgage on real estate, in fee simple or on a 
leasehold under a lease for not less than ninety-nine years; and the term “first 
mortgage” means such classes of first liens as are commonly given to secure 
advances on, or the unpaid purchase price of, real estate under the laws of the 
State in which the real estate is located, together with the credit instruments, if 
any, secured thereby. 

(e) “Mortgagee” means the original lender under a mortgage, and his suc 
cessors and assigns approved by the Secretary. 

(f) “Mortgagor” means he the original borrower under a mortgage and his suc- 
cessors and assigns approved by the Secretary. 

(gz) “Maturity date” means the date on which the mortgage or loan indebted- 
ness would be extinguished if paid in accordance with periodic payments pro- 
vided for in the mortgage or credit instrument. 

(h) “United States” includes the several States of the United States, the Dis- 
trict of Columbia, Alaska, Hawaii, and Puerto Rico. 

(i) “Secretary” means the Secretary of Agriculture. 

(j) “Eligible borrower” means any municipality or political subdivision of a 
State, public agency, or instrumentality of one or more States or municipalities, 
public corporation or board, or private corporation engaging in, or which will 
engage in, the operation of a public wholesale market facility which meets the 
eligibility requirements of this Act. 
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MARKET RESEARCH AND ANALYSIS 


Sec. 5. In order to effectuate the objectives of this Act and assist in the devel- 
opment of proper, adequate, and efficient marketing facilities in the United 
States, the Secretary under the authority of, and with funds made available 
pursuant to the Agricultural Marketing Act of 1946, shall undertake, and dis- 
seminate the results of, research relating to design, plans, location, methods of 
operation, materials, use, equipment, and other similar research and analysis, 
consistent with the needs for the improvement and development of proper, ade- 
quate, and efficient marketing facilities for handling perishable agricultural 
commodities. 

REVOLVING FUND 





Sec. 6 (a) There is hereby created a fund to be known as “the marketing 
facility mortgage insurance fund” (referred to in this Act as the “insurance 
fund’), which shall be used by the Secretary to make insurance payments under 
section 9 of this Act and to meet the expenses incurred in connection with the 
acquisition, operation, and disposal of market facilities acquired pursuan to the 
except that no part. of such fund shall be used for administrative expenses incurred 
provisions of the insurance contracts in the event of default by the borrower, 
except that no part of such fund shall be used for administrative expenses incurred 
in carrying out this Act. There is authorized to be appropriated the sum of 
$25,000,000 to constitute such fund which sum shall remain available until 
expended. 

(b) The money in the fund created under this section not needed for current 
operations shall be deposited with the Treasurer of the United States to the 
credit of the fund or invested in direct obligations of the United States or obliga- 
tions guaranteed as to principal and interest by the United States. 

(c) The Secretary shall make an annual report which shall include a com- 
plete statement with respect to the status of the insurance fund. 


INSURANCE LIMIT 


= 


Sec. 7. The amount of any insurance contract which may be made under this 
Act shall not exceed an amount equivalent to 85 per centum of the total cost 
of the market facility as determined by the Secretary: Provided, That in no 
case shall the borrower invest less than $45,000 of the total cost: And provided 
further, That the investment by the borrower shall always be a claim subordinate 
to the claim of the United States arising out of an insurance contract under the 
authority of this Act. 

INSURANCE OF MORTGAGES 


Sec. 8. (a) The Secretary is authorized, upon application of a prospective 
mortgagor or mortgagee under a first mortgage eligible for insurance under this 
Act on a market facility, to insure such mortgage and to make commitments 
for the insurance of any such mortgage prior to the date of its execution. 

(b) The aggregate amount of principal obligations outstanding at any one 
time on all mortgages insured under this Act, and on all mortgages with respect 
to which commitments to insure have been made, shall not exceed $100,000,000. 

(c) In order for mortgage on a market facility to be eligible under this Act— 

(1) the person obligated to pay thereunder shall be an eligible borrower; 

(2) the market facility mortgage shall be one which is determined by the 
Secretary to be eligible for mortgage insurance; 

(3) the mortgage shall be made to and be held by a mortgagee approved 
by the Secretary as responsible and able to service the mortgage properly: 

(4) the principal obligation (and fees and other charges chargeable under 
subsection (d) of this section) shall be in such amounts not in excess of the 
amounts specified in section 7 of this Act as may be necessary to enable the 
borrower to establish the market facility and the mortgage terms may per- 
mit the later extension of the mortgage to cover additional sums borrowed 
under the same mortgage for expansion of the market facility subject to the 
same limitations and requirements as are applicable under this Act to the 
initial borrowing; 

(5) the mortgage shall have a maturity satisfactory to the Secretary but 
not to exceed forty years from the date the mortgage is insured; 

(6) the mortgage shall bear interest at not to exceed such rate of interest 
per annum on the amount of the principal obligation outstanding at any one 
time as shall be determined by the Secretary ; 
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(7) the mortgage instruments shall— 

(A) provide for the repayment of the principal obligation, together 
with interest thereon, in installments in accordance with amortization 
schedules prescribed by the Secretary ; and 

(B) contain such provisions with respect to insurance, repairs, alter- 
ations, payment of taxes, default reserves, delinquency charges, fore- 
closure proceedings, anticipation of maturity, additional and secondary 
liens, and other matters as the Secretary may prescribe. 

(d) The Secretary shall require the payment by the mortgagor or mortgagee 
of such initial fees for inspection, appraisal, and other similar charges as he 
finds necessary and such amounts may be included in the principal obligation 
of the mortgage. The proceeds of such fees and charges shall be deposited in 
the insurance fund (created by section 6 (a) ). 

(e) For insurance granted pursuant to this Act the Secretary shall collect 
from the mortgagee, upon insurance of the mortgage, an initial charge of one- 
half of 1 per centum of the principal obligation of the mortgage and annually 
thereafter a charge of one-half of 1 per centum of the principal obligation re- 
maining unpaid at the time the charge becomes due, without taking into account 
delinquent payments or prepayments. The proceeds of such charges shall be 
deposited in the insurance fund. 

(f) Any contract of insurance executed by the Secretary under this section 
shall be conclusive evidence of the eligibility of the mortgage for insurance, and 
the validity of any contract of insurance so executed shall be incontestable in 
the hands of an approved mortgagee from the date of the execution of such 
contract, except for fraud or misrepresentation of which such mortgagee has 
actual knowledge. 

(gz) The mortgagee may, with the approval of the Secretary, assign any mort- 
gage insured under this Act, together with the accompanying note and contract 
of insurance, and the assignee thereof shall thereupon become entitled to all 
the benefits of such contract of insurance. 


PAYMENT OF INSURANCE 


Src. 9. (a) If the mortgagor under a mortgage insured under section 8 is in 
default for more than twelve months and the mortgagee, in accordance with 
regulations prescribed by the Secretary, (1) forecloses or with the Secretary’s 
consent otherwise acquires the property from the mortgagor after default, (2) 
conveys title and gives possession of the property to the Secretary, and (3) as- 
signs all his claims against the mortgagor or others arising out of the mortgage 
transaction or foreclosure proceedings (except claims released with the Secre- 
tary’s consent) to the Secretary, the Secretary shall pay to the mortgagee, in 
cash, the value of the mortgage. The Secretary shall make such payments with- 
in one year after the date the mortgagee makes the conveyance required in the 
first sentence or the date he makes the assignments required in the first sentence, 
whichever is the later date. 

(b). For the purposes of this section, the value of the mortgage shall be deter- 
mined, in accordance with rules and regulations prescribed by the Secretary by 
adding to the amount of the original principal obligation of the mortgage which 
was unpaid on the date of default, the amount of all unpaid interest ; the amount 
of all payments which have been made by the mortgagee for taxes, special assess- 
ments, water rates, and other payments in discharge of liens which are prior to 
the mortgage, and insurance on the property mortgaged; and a reasonable 
amount for necessary expenses incurred by the mortgagee in acquiring title to 
the property and conveying it to the Secretary; and by deducting from such total 
amount any amount received on account of the mortgage indebtedness after such 
default. 

(c) If there should not be sufficient money in the insurance fund to enable the 
Secretary to make payments to mortgagees as provided in subsection (a) of this 
section, the Secretary may make and issue notes to the Secretary of the Treasury 
to obtain funds to make such payments. Such notes shall be signed by the 
Seeretary or by his duly authorized representatives and shall be negotiable. 
Such notes shall bear interest, payable semiannually, at a rate equal to the 
average rate of interest, computed to the end of the calendar month next preceding 
the date of issue, borne by all interest-bearing obligations of the United States 
then forming a part of the public debt, and shall have such maturities as the 
Secretary may determine with the approval of the Secretary of the Treasury. 
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(ad) The Secretary of the Treasury is authorized and directed to purchase any 
notes issued by the Secretary pursuant to this section and any renewals thereof 
and for such purchases may use as a public-debt transaction the proceeds from 
the sale of any securities issued under the Second Liberty Bond Act, as amended, 
and the purposes for which such securities may be issued under such Act, as 
amended, are hereby extended to include any such purchases. All redemptions, 
purchases, and sales by the Secretary of the Treasury of such notes shall be 
treated as public-debt transactions of the United States. 

(e) In any case in which the mortgagor violates any covenant or condition 
of his mortgage, the Secretary may require the mortgagee to assign such 
mortgage, together with the incidents thereto, upon payment of the value of the 
mortgage determined in accordance with this section. 


ELIGIBILITY REQUIREMENTS 





Sec. 10. To be eligible for the benefits of this Act, a borrower must show to the 
satisfaction of the Secretary that the facility is needed and that the location, 
design, method of financing, method of operation, and such other requirements 
as the Secretary may determine necessary to effectuate the purposes of this Act, 
will be met, including the following: 

(a) That the market facility will reduce the cost of distribution of perishable 
agricultural commodities and handle a sufficient volume of business to enable the 
loan to be amortized within the period specified at the time the loan is made. 

(b) That the market will be so located and designed as to make possible the 
direct loading and unloading of rail and truck receipts into or from the buildings 
of handlers receiving substantial quantities of perishable agricultural commodi- 
ties by such methods of transportation, and that no restrictions will be imposed 
which will prevent access to the facility of supplies handled by any rail or truck 
transportation company. 

(c) That sufficient land is included as a part of the facility to meet the needs 
of the initial construction, plus a reasonable amount of land for expansion of 
the market facility, and in no case shall the land available for future expansion 
be less than one-fourth of the acreage utilized in the initial construction. 

(d) That not more than one-third of the total cost of the market facility, in- 
cluding the land set aside for future expansion, is to be expended for the acquisi- 
tion of land, graded and placed in condition for construction. 

(e) That the market facility will not be operated in a manner which would dis- 
criminate against any perishable agricultural commodity on account of geograph- 
ical origin of such commodity or prevent any producer, seller, or buyer from uti- 
lizing the market facility because of his organization, business methods (if not 
unfair or unlawful), membership or nonmembership in any organization, or on 
account of the method of transportation of the products. 

(f) That the rentals and other charges for the use of the market facility will 
be established at reasonable levels approved by the Secretary and designed to 
meet the obligations, defray the costs of maintaining and operating the market 
facility, and provide reasonable reserves. 

(g) That any substantial alterations of the market facility will be made only 
with the approval of the Secretary. 

(h) That reports will be made to the Secretary at such intervals and giving 
such information concerning the market facility as the Secretary may require, 
and that the books and records of the market facility will be available for exami- 
nation by the Secretary at its offices at any time during business hours. 

(i) That the title to the market facility, or any part thereof, will not be trans- 
ferred or encumbered, or leased for any purpose not related to the operation of 
the market, and that any of the vacant land of the market facility will not 
be leased for a period longer than one year (including the period of any renewals 
or extensions of such lease), except with the approval of the Secretary. 


MAXIMUM CHARGES 


Sec. 11. If mortgage insurance is extended by the Secretary under this Act, to 
aid in financing the construction of a market facility, the maximum charges which 
may be received for the use of the market facility shall be subject to the approval 
of the Secretary during the period between the date the assistance is extended 
and the maturity date originally specified in the mortgage instruments. The 
Secretary shall approve such maximum charges if he determines they are reason- 
able and nondiscriminatory. 
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DEFAULT 


Sec. 12. Whoever knowingly demands or receives a charge in excess of the 
applicable maximum charges approved under section 11 or violates any covenant 
or condition arising out of a mortgage insurance contract, other than a default 
in payment, shall be liable to a penalty of not more than $2,000 for each such 
offense. Each distinct violation shall be a separate offense, and in the case of 
a continuing violation each day shall be deemed a separate offense. Such penalty 
shall accrue to the United States and may be recovered in a civil action brought 
by the United States. 


ACQUISITION, OPERATION, AND DISPOSAL 


Sec. 13. In the event of default, and conveyance of the property to the Secre- 
tary under the applicable provisions of this Act, the Secretary is authorized to 
accept title to such property; to maintain and operate (but not including en- 
gaging in the business of buying or selling perishable agricultural commodities) 
or lease such property for such period as may be necessary to protect the interest 
of the United States therein and to sell or otherwise dispose of such property 
at public or private sale to the highest responsible bidder on such terms and 
on such conditions as the Secretary deems feasible. All net amounts realized 
from the operation or disposal of any property acquired unded this section 
shall be deposited in the insurance fund. The insurance fund shall be avail- 
able to defray expenditures in connection with the acquisition, maintenance, 
operation, and disposal of any such properties without regard to the provisions 
of section 3709 of the Revised Statutes. 


FEES AND COMMISSIONS 


Src. 14. No officer or employee of the Department of Agriculture shall directly 
or indirectly be the beneficiary of or receive any fee, commission, gift, or other 
consideration for, or in connection with, any transaction or business under this 
Act other than such salary, fee, or other compensation as he may receive 
as such officer or employee. Any person violating any provision of this section 
shall upon conviction thereof be punished by a fine of not more than $2,000 
or imprisonment for not more than two years, or both. 


ADMINISTRATIVE PROVISIONS 


Sec. 15. (a) The Secretary is authorized to promulgate such rules and regu- 
lations as may be necessary for the administration of this Act. 

(b) The Secretary shall administer this Act by agencies within the Depart- 
ment of Agriculture presently engaged in investigating and developing plans 
for improved market facilities. 


ADMINISTRATIVE EXPENSES 


Sec. 16. There is authorized to be appropriated such sums as Congress may 
from time to time determine to be necessary to enable the Secretary to carry 
out the provisions of this Act, except that any expenses in connection with 
marketing facility research, development of plans for market facilities, deter- 
mination of the need for market facilities, and methods of operation of market 
facilities shall be financed from funds made available pursuant to the Agri- 
cultural Marketing Act of 1946 and the “marketing farm products” item in 
the Department of Agriculture Appropriation Act. 


[H. R. 4250, 85th Cong., Ist sess.] 


A BILL To encourage the improvement and development of marketing facilities for 
handling perishable agricultural commodities 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Marketing 
Facilities Improvement Act”. 
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DECLARATION OF POLICY 


Sec. 2. It is found and declared that the marketing of perishable agricultural 
commodities affects the public welfare and is a matter of grave national concern ; 
that vast quantities of fruits, vegetables, and other perishable agricultural com- 
modities shipped from various producing areas located throughout the United 
States and foreign countries pass through and are handled in public marketing 
facilities located in large consuming areas which are in most instances inade- 
quate and obsolete; that the handling of perishable agricultural commodities in 
such facilities is attendant with many uneconomic practices, greatly increasing 
costs and causing undue losses, excessive waste, spoilage, and deterioration, 
which result in producers receiving prices far below the reasonable value of their 
products, in unduly and arbitrarily enhancing costs of operations in such mar- 
kets, and increasing the price of food to consumers; that the prices of all perish- 
able farm commodities are directly affected by the prices made on these public 
markets and are adversely affected by the unduly burdensome costs resulting 
from obsolescent and inadequate facilities; that obsolete and antiquated facili- 
ties create such an undue restraint and unjust burden on interstate commerce as 
to make it imperative that appropriate measures be taken to free such commerce 
from such burdens and restraints and to protect producers and consumers against 
oppressive costs resulting from the use of such facilities; that modern facilities 
would make possible the saving of millions of dollars annually by removing the 
cause of many of the unnecessary costs and burdens; that in spite of the great 
need for improved facilities, efforts in the past have failed to bring about a satis- 
factory solution to the problem; that this failure has been due largely to the 
inability of farmers, dealers, brokers, commission merchants, and others, indi- 
vidually or collectively, to obtain through regular financial channels the rela- 
tively large amounts of capital necessary for the construction of modern facili- 
ties. In consequence of the conditions referred to above, it is hereby declared to 
be the policy of Congress through the powers herein conferred upon the Secretary 
of Agriculture, to aid in the establishing of such public marketing facilities for 
the wholesale handling of fresh fruits and vegetables, poultry, eggs, dairy prod- 
ucts, other perishable agricultural commodities and seafood as will be conducive 
to orderly and efficient distribution, increased consumption, and a reduction in 
the spread between prices paid by consumers and those received by farmers. 


GENERAL PURPOSE 


Sec. 3. It is the purpose of this Act to facilitate, encourage, and assist munici- 
palities and political subdivisions of States, public agencies, and instrumentalities 
of one or more States or municipalities, public corporations and boards, and 
private enterprise in the creation and development of modern and efficient public 
wholesale markets for the handling of perishable agricultural commodities in 
areas where such markets are found to be needed and where Federal assistance 
is requested and authorized as prescribed in this Act, to the end that unnecessary 
costs and burdens attendant with the marketing of perishable agricultural 
commodities caused by inadequate or obsolete facilities may be eliminated and 
that the spread between the amount received by producers and the amount paid 
by consumers may be reduced. 

DEFINITIONS 


Sec, 4. For the purposes of this Aet— 

fa) “Market facility’ means all the facilities used in connection with the 
operation of a public wholesale market, including the land, buildings, fixtures, 
equipment, and other appurtenances necessary or incidental to the operation 
of a public wholesale market for perishable agricultural commodities constitut- 
ing a single integrated market located in a substantially contiguous area, not 
including public cold-storage warehouses of more than ten thousand cubic feet 
capacity, or facilities for handling livestock. 

(b) “Public wholesale market” means a place which serves as the major 
source of supply of perishable agricultural commodities consumed in a large 
consuming area and which is operated primarily for the purpose of selling or 
otherwise disposing of perishable agricultural commodities at wholesale for 
resale to others. 

(c) “Perishable agricultural commodities” means agricultural commodities 
and products thereof, consisting principally of fresh fruits and vegetables 
handled alone or in combination with poultry, eggs, meats, seafood, and dairy 
products. ' 
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(d) “Mortgage” means a first mortgage on real estate, in fee simple or on a 
leasehold under a lease for not less than ninety-nine years; and the term “first 
mortgage’ means such classes of first liens as are commonly given to secure 
advances on, or the unpaid purchase price of, real estate under the laws of the 
State in which the real estate is located, together with the credit instruments, 
if any, secured thereby. 

(e) “Mortgagee” means the original lender under a mortgage, and his suc- 
cessors and assigns approved by the Secretary. 

(f) “Mortgagor”’ means the original borrower under a mortgage and his 
successors and assigus approved by the Secretary. 

(g) “Maturity date” means the date on which the mortgage or loan indebted- 
ness would be extinguished if paid in accordance with periodic payments provided 
for in the mortgage or credit instrument. 

(h) “United States” includes the several States of the United States, the 
District of Columbia, Alaska, Hawaii, and Puerto Rico, 

(i) “Secretary” means the Secretary of Agriculture. 

(j) “Eligible borrower” means any municipality or political subdivision of a 
State, public agency, or instrumentality of one or more States or municipalities, 
public corporation or board, or private corporation engaging in, or which will 
engage in, the operation of a public wholesale market facility which meets the 
eligibility requirements of this Act. 


MARKET BESEARCH AND ANALYSIS 


Sec. 5. In order to effectuate the objectives of this Act and assist in the develop- 
ment of proper, adequate, and efficient marketing facilities in the United States, 
the Secretary under the authority of, and with funds made available pursuant 
to the Agricultural Marketing Act of 1946, shall undertake, and disseminate the 
results of, research relating to design, plans, location, methods of operation, 
materials, use, equipment, and other similar research and analysis, consistent 
with the needs for the improvement and development of proper, adequate, and 
efficient marketing facilities for handling perishable agricultural commodities. 


REVOLVING FUND 


Sec. 6. (a) There is hereby created a fund to be known as “the marketing faci- 
lity mortgage insurance fund” (referred to in this Act as the “insurance fund’’), 
which shall be used by the Secretary to make insurance payments under section 9 
of this Act and to meet the expenses incurred in connection with the acquisition, 
operation, and disposal of market facilities acquired pursuant to the provisions 
of the insurance contracts in the event of default, by the borrower, except that 
no part of such fund shall be used for administrative expenses incurred in 
carrying out this Act. There is authorized to be appropriated the sum of 
$25,000,000 to constitute such fund, which sum shall remain available until 
expended. 

(b) The money in the fund created under this section not needed for current 
operations shall be deposited with the Treasurer of the United States to the 
eredit of the fund or invested in direct obligations of the United States or 
obligations guaranteed as to principal and interest by the United States. 

(c) The Secretary shall make an annual report which shall include a complete 
statement with respect to the status of the insurance fund. 


INSURANCE LIMIT 


Sec. 7. The amount of any insurance contract which may be made under this 
Act shall not exceed an amount equivalent to 85 per centum of the total cost of 
the market facility as determined by the Secretary: Provided, That in no case 
shall the borrower invest less than $45,000 of the total cost: And provided further, 
That the investment by the borrower shall always be a claim subordinate to the 
claim of the United States arising out of an insurance contract under the author- 
ity of this Act. 


INSURANCE OF MORTGAGES 


See. 8. (a) The Secretary is authorized, upon application of a prospective 
mortgagor or mortgagee under a first mortgage eligible for insurance under this 
Act on a market facility, to insure such mortgage and to make commitments 
for the insurance of any such mortgage prior to the date of its execution. 
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(b) The aggregate amount of principal obligations outstanding at any one 
time on all mortgages insured under this Act, and on all mortgages with respect 
to which commitments to insure have been made, shall not exceed $100,000,000. 

(c) In order for mortgage on a market facility to be eligible under this Act— 

(1) the person obligated to pay thereunder shall be an eligible borrower ; 

(2) the market-facility mortgage shall be one which is determined by the 
Secretary to be eligible for mortgage insurance ; 

(3) the mortgage shall be made to and be held by a mortgagee approved 
by the Secretary as responsible and able to service the mortgage properly ; 

(4) the principal obligation (and fees and other charges chargeable under 
subsection (d) of this section) shall be in such amounts not in excess of the 
amounts specified in section 7 of this Act as may be necessary to enable the 
borrower to establish the market facility ; 

(5) the mortgage shall have a maturity satisfactory to the Secretary but 
not to exceed forty years from the date the mortgage is insured; 

(6) the mortgage shall bear interest at not to exceed 4 per centum per 
annum on the amount of the principal obligation outstanding at any one 
time ; and 

(7) the mortgage instruments shall— 

(A) provide for the repayment of the principal obligation, together 
with interest thereon, in installments in accordance with amortization 
schedules prescribed by the Secretary ; and 

(B) contain such provisions with respect to insurance, repairs, alter- 
ations, payment of taxes, default reserves, delinquency charges, fore- 
closure proceedings, anticipation of maturity, additional and secondary 
liens, and other matters as the Secretary may prescribe. 

(d) The Secretary shall require the payment by the mortgagor or mortgagee of 
such initial fees for inspection, appraisal, and other similar charges as he finds 
necessary and such amounts may be included in the principal obligation of the 
mortgage. The proceeds of such fees and charges shall be deposited in the insur- 
ance fund (created by section 6 (a) ). 

(e) For insurance granted pursuant to this Act the Secretary shall collect 
from the mortgagee, upon insurance of the mortgage, an initial charge of one-half 
of 1 per centum of the principal obligation of the mortgage and annually there- 
after a charge of one-half of 1 per centum of the principal obligation remaining 
unpaid at the time the charge becomes due, without taking into account 
delinquent payments or prepayments. The proceeds of such charges shall be 
deposited in the insurance fund. 

(f) Any contract of insurance executed by the Secretary under this section 
shall be conclusive evidence of the eligibility of the mortgage for insurance, and 
the vaildity of any contract of insurance so executed shall be incontestable in 
the hands of an approved mortgagee from the date of the execution of such 
contract, except for fraud or misrepresentation of which such mortgagee has 
actual knowledge. 

(g) The mortgagee may, with the approval of the Secretary, assign any 
mortgage insured under this Act, together with the accompanying note and con- 
tract of insurance, and the assignee thereof shall thereupon become entitled to 
all the benefits of such contract of insurance. 


PAYMENT OF INSURANCE 


Sec. 9. (a) If the mortgagor under a mortgage insured under section 8 is 
in default for more than twelve months and the mortgagee, in accordance with 
regulations prescribed by the Secretary, (1) forecloses or with the Secretary’s 
consent otherwise acquires the property from the mortgagor after default, (2) 
conveys title and gives possession of the property to the Secretary, and (3) as- 
signs all his claims against the mortgagor or others arising out of the mortgage 
transaction or foreclosure proceedings (except claims released with the See- 
retary’s consent) to the Secretary, the Secretary shall pay to the mortgagee, in 
cash, the value of the mortgage. The Secretary shall make sich payments within 
one year after the date the mortgagee makes the conveyance required in the first 
sentence or the date he makes the assignments required in the first sentence, 
whichever is the later date. 

(b) For the purposes of this section, the value of the mortgage shall be de- 
termined, in accordance with rules and regulations prescribed by the Secretary 
by, adding to the amount of the original principal obligation of the mortgage 
which was unpaid on the date of default, the amount of all unpaid interest: 
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the amount of all payments which have been made by the mortgagee for taxes, 
special assessments, water rates, and other payments in discharge of liens which 
are prior to the mortgage, and insurance on the property mortgaged; and a 
reasonable amount for necessary expenses incurred by the mortgagee in ac- 
quiring title to the property and conveying it to the Secretary ; and by deducting 
from such total amount any amount received on account of the mortgage in- 
debtedness after such default. 

c) If there should not be sufficient money in the insurance fund to enable 
the Secretary to make payments to mortgagees as provided in subsection (a) of 
this seetion, the Secrétary may make and issue notes to the Secretary of the 
Treasury to obtain funds to make such payments. Such notes shall be signed 
by the Secretary or by his duly authorized representatives and shall be negotiable. 
Such notes shall bear interest, payable semiannually, at a rate equal to the 
average rate of interest, computed to the end of the calendar month next pre- 
ceding the date of issue, borne by all interest-bearing obligations of the United 
States then forming a part of the public debt, and shall have such maturities 
as the Secretary may determine with the approval of the Secretary of the 
Treasury. 

(d) The Secretary of the Treasury is authorized and directed to purchase any 
notes issued by the Secretary putsuant to this section and any renewals thereof 
and for such purchases may use as a public-debt transaction the proceeds from 
the sale of any securities issued under the Second Liberty Bond Act, as amended, 
and the purposes for which such securities may be issued under such Act, as 
amended, are hereby extended to inc!ude any such purchases. All redemptions, 
purchases, and sales by the Secretary of the Treasury of such notes shall be 
treated as public-debt transactions of the United States. 

(e) In any case in which the mortgagor violates any covenant or condition 
of his mortgage, the Secretary may require the mortgagee to assign such mort- 
gage, together with the incidents thereto, upon payment of the value of the 
mortgage determined in accordance with this section, 


ELIGIBILITY REQUIREMENTS 


Src. 10. To be eligible for the benefits of this Act, a borrower must show to the 
satisfaction of the Secretary that the facility is needed and that the location, 
design, method of financing, method. of operation, and such other requirements 
as the Secretary may determine necessary to effectuate the purposes of this 
Act, will be met, including the following : 

(a) That the market facility will reduce the cost of distribution of perishable 
agricultural commodities and handle a sufficient volume of business to enable 
the loan to be amortized within the period specified at the time the loan is 
made. 

(b) That the market will be so located and designed as to make possible 
the direct loading and unloading of rail and truck receipts into or from the 
buildings of handlers receiving substantial quantities of perishable agricultural 
commodities by such methods of transportation, and that no restrictions will 
be imposed which will prevent access to the facility of supplies handled by any 
rail or truck transportation company. 

(c) That sufficient land is included as a part of the facility to meet the needs 
of the initial construction, plus a reasonable mount of land for expansion of the 
market facility, and in no case shall the land available for future expansion be 
less than one-fourth of the acreage utilized in the initial construction. 

(d) That not more than one-third of the total cost of the market facility, in- 
cluding the land set aside for future expansion, is to be expended for the 
acquisition of land, graded and placed in condition for construction. 

(e) That the market facility will not be operated in a manner which would 
discriminate against any perishable agricultural commodity on account of 
geographical origin of such commodity or prevent any producer, seller, or buyer 
from utilizing the market facility because of his organization, business meth- 
ods (if not unfair or unlawful), membership or nonmembership in any organiza- 
tion, or on account of the method of transportaion of the products. 

(f) That the rentals and other charges for the use of the market facility will 
be established at reasonable levels approved by the Secretary and designed to 
meet. the obligations, defray the costs of maintaining and operating the market 
facility, and provide reasonable reserves. 

(g) That any substantial alterations of the market facility will be made only 
with the approval of the Secretary. 











rr 





MARKETING FACILITIES FOR PERISHABLES 1] 


(h) That reports will be made to the Secretary at such intervals and giving 
such information concerning the market facility as the Secretary may require, 
and ‘that the books and records of the market facility will be available for exam- 
ination by the Secretary at its offices at any time during business hours. 

(i) That the title to the market facility, or any part thereof, will not be trans- 
ferred or encumbered, or leased for any purpose not related to the operation of 
the market, and that any of the vacant land of the market facility will not 
be leased for a period longer than one year (including the period of any re- 
newals of extensions of such lease), except with the approval of the Secretary. 


MAXIMUM CHARGES 


Sec. 11. If mortgage insurance is extended by the Secretary under this Act, 
to aid in financing the construction of a market facility, the maximum charges 
which may be received for the use of the market facility shall be subject to the 
approval of the Secretary during the period between the date the assistance 
is extended and the maturity date originally specified in the mortgage instru- 
ments. The Secretary shail approve such maximum charges if he determines 
they are reasonable and nondiscriminatory. 


DEFAULT 


Sec. 12. Whoever knowingly demands or receives a charge in excess of the ap- 
plicable maximum charges approved under section 11 or violates any covenant 
or condition arising out of a mortgage insurance contract, other than a de- 
fault in payment, shall be liable to a penalty of not more than $2,000 for each 
such offense. Each distinct violation shall be a separate offense, and in the 
case of a continuing violation each day shall be deemed a separate offense. 
Such penalty shall accrue to the United States and may be recovered in a civil 
action brought by the United States. 


ACQUISITION, OPERATION, AND DISPOSAL 


Sec. 13. In the event of default, and conveyance of the property to the Secre- 
tary under the applicable provisions of this Act, the Secretary is authorized 
to accept title to such property; to maintain and operate (but not including en- 
gaging in the business of buying or selling perishable agricultural commodities) 
or lease such property for such period as may be necessary to protect the in- 
terest of the United States therein and to sell or otherwise dispose of such prop- 
erty at publie or private sale to the highest responsible bidder on such terms 
and on such conditions as the Secretary deems feasible. All net amounts realized 
from the operation or disposal of any property acquired under this section shall 
be deposited in the insurance fund. The insurance fund shall be available to de- 
fray expenditures in connection with the acquisition, maintenance, operation, 
and disposal of any such properties without regard to the provisions of section 
3709 of the Revised Statutes. 


FEES AND COMMISSIONS 


Sec. 14. No officer or employee of the Department of Agriculture shall. di- 
rectly or indirectly be the beneficiary of or receive any fee, commission, gift, 
or other consideration for, or in connection with, any transaction or business 
under this Act other than such salary, fee, or other compensation as he may 
receive as such officer or employee. Any person violating any provision of this 
section shall upon conviction thereof be punished by a fine of not more than 
$2,000 or imprisonment for not more than two years, or both. 


ADMINISTRATIVE PROVISIONS 


Sec. 15. (a) The Secretary is authorized to promulgate such rules and regu- 
lations as may be necessary for the administration of this Act. 

(b) The Secretary shall administer this Act by agencies within the Depart- 
ment of Agriculture presently engaged in investigating and developing plans for 
improved market facilities. 


ADMINISTRATIVE EXPENSES 


Sec. 16. There is authorized to be appropriated such sums as Congress may 
from time to time determine to be necessary to enable the Secretary to carry out 
the provisions of this Act, except that any expenses in connection with market- 
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ing facility research, development ef plans for market facilities, determination 
of the need for market facilities, and methods of operation of market facilities 
shall be financed from funds made available pursuant to the Agricultural Mar- 
keting Act-of 1946 and the “marketing farm products” item in the Department 
ot Agriculture Appropriation Act. 


(H. R. 4504, 85th Cong., Ist sess.] 


A BILL To encourage the improvement and development of marketing facilities for 
handling perishable agricultural commodities 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Marketing 
Facilities Improvement Act”. 


DECLARATION OF POLICY 


Sec. 2. It is found and declared that the marketing of perishable agricultural 
commodities affects the public welfare and is a matter of grave national concern; 
that vast quantities of fruits, vegetables, and other perishable agricultural com- 
modities shipped from various producing areas located through the United States 
and foreign countries pass through and are handled in public marketing facilities 
located in large consuming areas which are in most instances inadequate and 
obsolete ; that the handling of perishable agricultural commodities in such facili- 
ties is attendant with many uneconomic practices, greatly increasing costs and 
causing undue losses, excessive waste, spoilage, and deterioration, which result 
in producers receiving prices far below the reasonable value of their products, 
in unduly and arbitrarily enhancing costs of operations in such markets, and in- 
creasing the price of food to consumers; that the prices of all perishable farm 
commodities are directly affected by the prices made on these public markets and 
are adversely affected by the unduly burdensome costs resulting from obso- 
lescent and inadequate facilities; that obsolete and antiquated facilities create 
such an undue restraint and unjust burden on interstate commerce as to make 
it imperative that appropriate measures be taken to free such commerce from 
such burdens and restraints and to protect producers and consumers against op- 
pressive costs resulting from the use of such facilities; that modern facilities 
would. make possible the saving of millions of dollars annually by removing the 
cause of many of the unnecessary costs and burdens; that in spite of the great 
need for improved facilities, efforts in the past have failed to bring about a satis- 
factory solution to the problem; that this failure has been due largely to the 
inability of farmers, dealers, brokers, commission merchants, and others, individ- 
ually or collectively, to obtain through regular financial channels the relatively 
large amounts of capital necessary for the construction of modern facilities. In 
consequence of the conditions referred to above, it is hereby declared to be the 
policy of Congress through the powers herein conferred upon the Secretary of 
Agriculture, to aid in the establishing of such public marketing facilities for the 
wholesale handling of fresh fruits and vegetables, poultry, eggs, dairy products, 
other perishable agricultural commodities and sea food as will be conducive to 
orderly and efficient distribution, increased consumption, and a reduction in the 
spread ‘between prices paid by consumers and those received by farmers. 


GENERAL PURPOSE 


Sec. 3. It is the purpose of this Act to faciiltate, encourage, and assist munici- 
palities and political subdivisions of States, public agencies, and instrumentali- 
ties of one or more States or municipalities, public corporations and boards, and 
private enterprise in the creation and development of modern and efficient public 
wholesale markets for the handling of perishable agricultural commodities in 
areas where such markets are found to be needed and where Federal assistance 
is requested and authorized as prescribed in this Act, to the end that unnecessary 
costs and burdens attendant with the marketing of perishable agricultural com- 
modities caused by inadequate or obsolete facilities may be eliminated and that 
the spread between the amount received by producers and the amount paid by 
consumers may be reduced. 
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DEFINITIONS 


Sec. 4. For the purposes of this Act— 

(a) “Market facility’ means all the facilities used in connection with the 
operation of a public wholesale market, including the land, buildings, fixtures, 
equipment, and other appurtenances necessary or incidental to the operation of 
a public wholesale market for perishable agricultural commodities constituting a 
single integrated market located in a substantially contiguous area, not includ- 
ing public cold-storage warehouses of more than ten thousand cubic feet capacity, 
or facilities for handling livestock. 

(b) “Public wholesale market” means a place which serves as the major sources 
of supply of perishable agricultural commodities consumed in a large consuming 
area and which is operated primarily for the purpose of selling or otherwise dis- 
posing of perishable agricultural commodities at wholesale for resale to others. 

(ec) “Perishable agricultural commodities” means agricultural commodities 
and products thereof, consisting principally of fresh fruits and vegetables, han- 
dled alone or in combination with poultry, eggs, meats, seafood, and dairy 
products. 

(d) “Mortgage” means a first mortgage on real estate, in fee simple or on a 
leasehold under a lease for not less than ninety-nine years; and the term “first 
mortgage” means such classes of first liens as are commonly given to secure ad- 
vances on, or the unpaid purchase price of, real estate under the laws of the State 
in which the real estate is located, together with the credit instruments, if any, 
secured thereby. 

(e) “Mortgagee” means the original lender under a mortgage, and his succes- 
sors and assigns approved by the Secretary. 

(f) “Mortgagor” means the original borrower under a mortgage and his suc- 
cessors and assigns approved by the Secretary. 

(g) “Maturity date” means the date on which the mortgage or loan indebted- 
ness would be extinguished if paid in accordance with periodic payments provided 
for in the mortgage or credit instrument. 

(h) “United States” includes the several States of the United States, the Dis- 
trict of Columbia, Alaska, Hawaii, and Puerto Rico. 

(i) “Secretary” means the Secretary of Agriculture. 

(j) “Eligible borrower” means any municipality or political subdivision of a 
State, public agency, or instrumentality of one or more States or municipalities, 
public corporation or board, or private corporation engaging in, or which will 
engage in, the operation of a public wholesale market facility which meets the 
eligibility requirements of this Act. 


MARKET RESEARCH AND ANALYSIS 


Sec. 5. In order to effectuate the objectives of this Act and assist in the develop- 
ment of proper, adequate, and efficient marketing facilities in the United States, 
the Secretary under the authority of, and with funds made available pursuant to 
the Agricultural Marketing Act of 1946, shall undertake, and disseminate the 
results of, research relating to design, plans, location, methods of operation, 
materials, use, equipment, and other similar research and analysis, consistent 
with the needs for the improvement and development of proper, adequate, and 
efficient marketing facilities for handling perishable agricultural commodities. 


REVOLVING FUND 


Sec. 6. (a) There is hereby created a fund to be known as “the marketing 
facility mortgage insurance fund” (referred to in this Act as the “insurance 
fund’), which shall be used by the Secretary to make insurance payments under 
section 9 of this Act and to meet the expenses incurred in connection with the 
acquisition, operation, and disposal of market facilities acquired pursuant to the 
provisions of the insurance contracts in the event of default by the borrower, 
except that no part of such fund shall be used for administrative expenses in- 
curred in carrying out this Act. There is authorized to be appropriated the sum 
of $25,000,000 to constitute such fund which sum shall remain available until 
expended. 

(b) The money in the fund created under this section not needed for current 
operations shall be deposited with the Treasurer of the United States to the credit 
of the fund or invested in direct obligations of the United States or obligations 
guaranteed as to principal and interest by the United States. 
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(c) The Secretary shall make an annual report which shall include a com- 
plete statement with respect to the status of the insurance fund. 


INSUBANCE LIMIT 


Sec. 7. The amount of any insurance contract which may be made under this 
Act shall not exceed an amount equivalent to 85 per centum of the total cost of 
the market facility as determined by the Secretary: Provided, That in no case 
shall the borrower invest less than $45,000 of the total cost: And provided 
further, That the investment by the borrower shall always be a claim subordinate 
to the claim of the United States arising out of an insurance contract under the 


authority of this Act. 
INSURANCE OF MORTGAGES 


Sec. 8. (a) The Secretary is authorized, upon application of a prospective 
mortgagor or mortgagee under a first mortgage eligible for insurance under this 
Act on a market facility, to insure such mortgage and to make commitments 
for the insurance of any such mortgage prior to the date of its execution. 

(b) The aggregate amount of principal obligations outstanding at any one time 
on all mortgages insured under this Act, and on all mortgages with respect to 
which commitments to insure have been made, shall not exceed $100,000,000. 

(c) In order for mortgage on a market facility to be eligible under this Act— 

(1) the person obligated to pay thereunder shall be an eligible borrower; 

(2) the market facility mortgage shall be one which is determined by the 
Secretary to be eligible for mortgage insurance; 

(3) the mortgage shall be made to and be held by a mortgagee approved 
by the Secretary as responsible and able to service the mortgage properly ; 

(4) the principal obligation (and fees and other charges chargeable under 
subsection (d) of this section) shall be in such amounts not in excess of the 
amounts specified in section 7 of this Act as may be necessary to enable the 
borrower to establish the market facility ; 

(5) the mortgage shall have a maturity satisfactory to the Secretary but 
not to exceed forty years from the date the mortgage is insured; — 

(6) the mortgage shall bear interest at not to exceed 4 per centum per 
annum on the amount of the principal obligation outstanding at any one 
time ; and 

(7) the mortgage instruments shall— 

(A) provide for the repayment of the principal obligation, together 
with interest thereon, in installments in accordance with amortization 
schedules prescribed by the Secretary ; and 

(B) contain such provisions with respect to insurance, repairs, altera- 
tions, payment of taxes, default reserves, delinquency charges, fore- 
closure proceedings, anticipation of maturity, additional and secondary 
liens, and other matters as the Secretary may prescribe. 

(d) The Secretary shall require the payment by the mortgagor or mortgagee 
of such initial fees for inspection, appraisal, and other similar charges as he 
finds necessary and such amounts may be included in the principal obligation of 
the mortgage. The proceeds of such fees and charges shall be deposited in the 
insurance fund (created by section 6 (a) ). 

(e) For insurance granted pursuant to this Act the Secretary shall collect 
from the mortgagee, upon insurance of the mortgage, an initial charge of one- 
half of 1 per centum of the principal obligation of the mortgage and annually 
thereafter a charge of one-half of 1 per centum of the principal obligation remain- 
ing unpaid at the time the charge becomes due, without taking into account de- 
linquent payments or prepayments. The proceeds of such charges shall be de- 
posited in the insurance fund. 

(f) Any contract of insurance executed by the Secretary under this section 
shall be conclusive evidence of the eligibility of the mortgage for insurance, and 
the validity of any contract of insurance so executed shall be incontestable in the 
hands of an approved mortgagee from the date of the execution of such contract, 
except for fraud or misrepresentation of which such mortgagee has actual 
knowledge. 

(zg) The mortgagee may, with the approval of the Secretary, assign any 
mortgage insured under this Act, together with the accompanying note and con- 
tract of insurance, and the assignee thereof shall thereupon become entitled to all 
the benefits of such contract of insurance. 
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PAYMENT OF INSURANCE 


‘Sec. 9. (a) If the mortgagor under a mortgage insured under section 8 is in 
default for more than twelve months and the mortgagee, in accordance with 
regulations prescribed by the Secretary, (1) forecloses or with the Secretary’s 
consent otherwise acquires the property from the mortgagor after default, (2) 
conveys title and gives possession of the property to the Secretary, and (3) 
assigns all his claims against the mortgagor or others arising out of the mortgage 
transaction or foreclosure proceedings (except claims released with the See- 
retary’s consent) to the Secretary, the Secretary shall pay to the mortgagee, in 
cash, the value of the mortgage. The Secretary shall make such payments within 
one year after the date the mortgagee makes the conveyance required in the 
first sentence or the date he makes the assignments required in the first sentence, 
whichever is the later date. 

(b) For the purposes of this section, the value of the mortgage shall be deter- 
mined, in accordance with rules and regulations prescribed by the Secretary by 
adding to the amount of the original principal obligation of the mortgage which 
was unpaid on the date of default, the amount of all unpaid interest; the amount 
of all payments which have been made by the mortgagee for taxes, special assess- 
ments, water rates, and other payments in discharge of liens which are prior to 
the mortgage, and insurance on the property mortgaged ; and a reasonable amount 
for necessary expenses incurred by the mortgagee in acquiring title to the property 
and conveying it to the Secretary ; and by deducting from such total amount any 
amount received on account of the morgage indebtedness after such default. 

(c) If there should not be sufficient money in the insurance fund to enable the 
Secretary to make payments to mortgagees as provided in subsection (a) of this 
section, the Secretary may make and issue notes to the Secretary of the Treasury 
to obtain funds to make such payments. Such notes shall be signed by the Sec- 
retary or by his duly authorized representatives and shall be negotiable. Such 
notes shall bear interest, payable semiannually, at a rate equal to the average 
rate of interest, computed to the end of the calendar month next preceding the 
date of issue, borne by all interest-bearing obligations of the United States then 
forming a part of the public debt, and shall have such maturities as the Secretary 
may determine with the approval of the Secretary of the Treasury. 

(d) The Secretary of the Treasury is authorized and directed to purchase any 
notes issued by the Secretary pursuant to this section and any renewals thereof 
and for such purchases may use as a public-debt transaction the proceeds frem 
the sale of any securities issued under the Second Liberty Bond Aet, as amended, 
and the purposes for which such securities may be issued under such Aet, as 
amended, are hereby extended to include any such purchases. All redemptions, 
purchases, and sales by the Secretary of the Treasury of such notes shall be 
treated as public-debt transactions of the United States, 

(e) In any case in which the mortgagor violates any covenant or condition 
of his mortgage, the Secretary may require the mortgagee to assign sueh mort- 
gage, together with the incidents thereto, upon payment of the value of the mort- 
gage determined in accordance with this section. 


ELIGIBILITY REQUIREMENTS 


Sec. 10. To be eligible for the benefits of this Act, a borrower must show to 
the satisfaction of the Secretary that the facility is needed and that the loca- 
tion, design, method of financing, method of operation, and such other require- 
ments as the Secretary may determine necessary to effectuate the purposes of 
this Act, will be met, including the following : 

(a) That the market facility will reduce the cost of distribution of perishable 
agricultural commodities and handle a sufficient volume of business te enable 
the loan to be amortized within the period specified at the time the loan is made. 

(b) That the market will be so located and designed as to make possible the 
direct loading and unloading of rail and truck receipts into or from the build- 
ings of handlers receiving substantial quantities of perishable agricultural com- 
modities by such methods of transportation, and that no restrictions will be 
imposed which will present access to the facility of supplies handled by any rail 
or truck transportation company. 

(c) That sufficient land is included as a part of the facility to meet the ueeds 
of the initial construction, plus a reasonable amount of land for expansion of 
the market facility, and in no case shall the land available for future expansion 
be less than one-fourth of the acreage utilized in the initial eonstruction. 
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(ad) That not more than one-third of the total cost of the market facility, in- 
eluding the land set aside for future expansion, is to be expended for the acquisi- 
tion of land, graded and placed in condition for construction. 

(e) That the market facility will not be operated in a manner which would dis- 
criminate against any perishable agricultural commodity on account of geo- 
graphical origin of such commodity or prevent any producer, seller, or buyer 
from utilizing the market facility because of his organization, business methods 
(if not unfair or unlawful), membership or nonmembership in any organization, 
or on account of the method of transportation of the products. 

(f) That the rentals and other charges for the use of the market facility will 
be established at reasonable levels approved by the Secretary and designed to 
meet the obligations, defray the costs of maintaining and operating the market 
facility, and provide reasonable reserves. 

(g) That any substantial alterations of the market facility will be made only 
with the approval of the Secretary. 

(h) That reports will be made to the Secretary at such intervals and giving 
such information concerning the market facility as the Secretary may require, and 
that the books and records of the market facility will be available for examina- 
tion by the Secretary at its offices at any time during business hours. 

(i) That the title to the market facility, or any part thereof, will not be trans- 
ferred or encumbered, or leased for any purpose not related to the operation of 
the.market, and that any of the vacant land of the market facility will not be 
leased for a period longer than one year (including the period of any renewals 
or extensions of such lease), except with the approval of the Secretary. 


MAXIMUM CHARGES 


Sec. 11. If mortgage insurance is extended by the Secretary under this Act, 
to aid in financing the construction of a market facility, the maximum charges 
which may be received for the use of the market facility shall be subject to the 
approval of the Secretary during the period between the date the assistance is 
extended and the maturity date originally specified in the mortgage instruments. 
The Secretary shall approve such maximum charges if he determines they are 
reasonable and nondiscriminatory. 

DEFAULT 


Sec. 12. Whoever knowingly demands or receives a charge in excess of the 
applicable maximum charges approved under section 11 or violates any covenant 
or condition arising out of a mortgage insurance contract, other than a default 
in payment, shall be liable to a penalty of not more than $2,000 for each such 
offense. Each distinct violation shall be a separate offense, and in the case of 
a continuing violation each day shall be deemed a separae offense. Such penalty 
shall accrue to the United States and may be recovered in a civil action brought 
by the United States. 


ACQUISITION, OPERATION, AND DISPOSAL 


Sec. 13. In the event of default, and conveyance of the property to the Sec- 
retary under the applicable provisions of this Act, the Secretary is authorized 
to aecept title to such property; to maintain and operate (but not including en- 
gaging in the business of buying or selling perishable agricultural commodities) 
or lease such property for such period as may be necessary to protect the inter- 
est of the United States therein and to sell or otherwise dispose of such prop- 
erty at public or private sale to the highest responsible bidder on such terms 
and on such conditions as the Secretary deems feasible. All net amounts real- 
ized from the operation or disposal of any property acquired under this section 
shall be deposited in the insurance fund. This insurance fund shall be available 
to defray expenditures in connection with the acquisition, maintenance, opera- 
tion, and disposal of any such properties without regard to the provisions of 
section 3709 of the Revised Statutes. 


FEES AND COMMISSIONS 


Sec. 14. No officer or employee of the Department of Agriculture shall directly 
or indirectly be the beneficiary of or receive any fee, commission, gift, or other 
consideration for, or in connection with, any transaction or business under this 
Act other than such salary, fee, or other compensation as he may receive as 
such officer or employee. Any person violating any provision of this section 
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shall upon conviction thereof be punished by a fine of not more than $2,000 or 
imprisonment for not more than two years, or both. 


ADMINISTRATIVE PROVISIONS 


Sec. 15. (a) The Secretary is authorized to promulgate such rules and regu- 
lations as may be necessary for the administration of this Act. 

(b) The Secretary shall administer this Act by agencies within the Depart- 
ment of Agriculture presently engaged in investigating and developing plans for 
improved market facilities. 


ADMINISTRATIVE EXPENSES 


Sec. 16. There is authorized to be appropriated such sums as Congress may 
from time to time determine to be necessary to enable the Secretary to carry 
eut the provisions of this Act, except that any expenses in connection with 
marketing facility research, development of plans for market facilities, deter- 
mination of the need for market facilities, and methods of operation of market 
facilities shall be financed from funds made available pursuant to the Agricul- 
tural Marketing Act of 1946 and the “marketing farm products” item in the 
Department of Agriculture Appropriations Act. 

Mr. Trromrson. The Chairman is on his way and has asked that we 
start the hearing. 

We first welcome Hon. Gerald Ford, author of H. R. 3623. Mr. 


Ford, we are very glad to have you here. 


STATEMENT OF HON. GERALD FORD, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MICHIGAN 


Mr. Forp. Mr. Chairman and members of the committee, I greatly 
appreciate the opportunity to testify this morning on this legislation 
which seeks to set up marketing facilities for the handling of perish- 
able agricultural commodities, and other agriculture production. 

The chairman of the committee, Mr. Cooley, has been the sponsor of 
legislation of this sort for a number of years and, during the last ses- 
sion of the Congress, I tried to work with him in seeking affirmative 
action on this type of legislation. 

Unfortunately that legislation did not get affirmative action in the 

House in 1956. ‘This year, after consultation with local people in 

Grand Rapids, Mich., which is my hometown, I took the so-called 

| Cooley bill of last year which was H. R. 4054, and worked with them 
in. seeking any changes that might be necessary to help the local situ- 
ation so that we could proceed with our marketing facilities. 

Mr. Cooley introduced this year H. R. 4504 which is a duplication 
of his bill of last session. My bill which incorporates the changes rec- 
ommended locally is H. R, 3623. It might be helpful to the committee 
if I gave a little background on the local situation for I feel it ex- 
plains the need and necessity for this legislation very well. 

The city of Grand Rapids, Mich., is a community of about 190,000 
and a metropolitan area of almost 300,000. We have had a small and 
insufficient wholesale market for a number of years. There has been 
a recognized need for expansion and improvement, but the whole prob- 
lem was precipitated by the fact that a superhighway is to be built 
more or less through the existing wholesale market, which foreed the 
local people to look around to see what they could do to build a new 
one and to expand the present facilities. 

They had heard about the chairman’s legislation and they were 
hopeful that it would be enacted. Before we could take any advan- 
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tage of it, however, they had to go to the State legislature to get au- 
thority to set up a public marketing authority, and the Michigan Leg- 
islature approved the so-called enabling legislation to authorize a 
community to set up marketing authorities. 

That legislation was enacted, the City Commission of Grand Rapids 
had now actually approved a marketing authority and this authority 
is in existence. 

The authority is authorized to issue revenue bonds, to procure lands 
by condemnation and otherwise, and to actually run and manage a 
marketing authority. The commission or the marketing authority has 
been in being about a year or year and a half. They have had $225,000 
from the city commission to procure land. They have secured options 
on certain property. They will get additional money from the State 
highway department for the land which they will have to sell. In 
fact, they have all of their own money that they can raise but they 
cannot, through regular loaning channels, borrow sufficient money to 
proceed to construct a wholesale market that will cost approximately 
a million three hundred thousand dollars. 

They have exhausted every possible avenue that they know of to 
raise private capital for this purpose. Consequently, they feel that 
this kind of legislation is absolutely essential to solve their problem. 

Now, as I indicated earlier, they have proposed certain amendments 
to the chairman’s bill which I incorporated in my version of the legisla- 
tion, H. R. 3623, and if I might, I would like to explain the individual 
amendments that they suggested to me which they think might be 
beneficial. 

On page 4 of H. R. 4504, section 4 (a) they have proposed this 
amendment, beginning on line 14, strike out all after the word 
“ineluding” down through the rest of the paragraph and substitute in 
place thereof the following: 

Facilities for handling livestock but including such lands as may be held for sale 
or lease to those persons or corporation desiring to construct related facilities, 
utilities and complementary food processing storage and packaging facilities. 

I have before me a letter from the attorney for the local food market- 
ing authority and he explains in this letter the reasons for this pro- 
posed change and I would like to read his explanation: 

A ehange in section 4 (a) on page 4 of the bill to make the legislation fit our 
State act which permits us to dispose of land to persons in business closely 
allied to the wholesale marketing of perishable farm commodities who might 
desire to have their facilities located near the wholesale market. The purpose 
of this would be to develop a district wholesale food center. I have stricken out 
the provision with respect to cold storage warehouses of more than 10,000 cubic 
feet capacity because we see no reason why this particular exception should 
be made. 

The Cuatmrman. May I interrupt you? It was made for the reason 
that, we did not want it to appear that it was the purpose of this legisla- 
tion to permit any authority to go into the cold storage warehouse 
business as such. I do no know whether 10,000 cubic feet is small or 
large. I suppose it depends upon the marketing facilities where it 
is stored. 

Now, Mr. Ford, why wouldn’t your suggestion fit at the end of this? 
You could explain to your constituents why it was put there? 

Mr. Forp. I think that would fit in very well, Mr. Chairman. What 
they want to do is to have the authority to sell land to private en- 
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trepreneurs who would like to build facilities in the overall area sa 
they would have a truly central marketing area. 

he CHatrMan. The idea appeals to me, but I would like to know 
what the people in the Department say. Mr. Crow, of the Depart- 
ment, has worked on this for 10 years or more. We shall discuss it 
with him when he appears before the committee and ascertain whether 
or not the Department has any objection. 

Mr. Forp. I might say the Department, with Mr. Crow and others, 
has done a very fine job in going out to Grand Rapids, picking a site 
or making several selections for a site and drawing up models as to 
how it should appear and how it should be arranged. He would be 
very familiar with this specific problem. 

The Cuatrman. I think the situation you have described, would 
be found throughout the whole country. In Raleigh, N. C., the people 
realize the urgency of this need. They got busy and built modern 
marketing facilities and they have been able to finance it thus far, 
but they are hoping this legislation will be passed so that they may 
obtain the benefits therefrom. We visualize this as a self-liquidating 
program. It is a program in the interest of the public, not only the 
farmer—the people who buy and the retail merchants. It is in the 
interest of the public generally because the markets we now have are 
wasteful, unsanitary, and otherwise objectionable. 

With the committee’s consent and approval, I should like for 
Mr. Crow to show to the committee a very brief motion picture that 
he has of this antiquated marketing facility, through which millions 
and millions of produce go every year. I think it would emphasize 
his testimony more to see it in a movie, especially for the new mem- 
bers who have not had an opportunity to give this problem considera- 
tion. I think they should be very much interested in seeing these 
pictures. 

The markets are just as they were, in many instances, over 100 years 
ago, back in the horse-and-buggy days. Washington Street Market 
in New York is a complete disgrace to the city in which it is located 
and you find that true throughout the country. This legislation has 
been reported by our committee several times, passed the House at 
least once or twice, but it always gets bogged down in the Senate. 
We do have someone over in the Senate who is interested in it. I say 
this for the benefit of the members of the committee. 

Mr. Crow, how long will it be before they will be here with that 
picture? 

Mr. Crow. They are on their way. 

The CHatrman. Then suppose you go ahead, Mr. Ford, 

Mr. Forp, There are two other changes which the local people 
suggested. 

The second refers to an amendment on page 9, section A (c) 4. It 
would provide beginning on line 5, the following additional language: 

The mortgage terms may permit the later extension of the mortgage to cover 
additional sums borrowed under the same mortgage for expansion of the market 
facility subject to the same limitations and requirements as are applicable under 
this act to the initial borrower. 

And the following is the reason given by the attorney for the local 
marketing authority for this: 

In addition to section A (c) 4 on page 9 of the bill to make it clear that the 
mortgage in question may be open ended which would enable us to expand the 
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original market development if necessary, but subject to the same limitations as 
would apply to the initial borrower. 

The Cuarrman. I don’t see any objection to that. I believe that 
would be an improvement. 

Mr. Forp. Apparently they feel once they got the market estab- 
lished, there wont be a continuing need for financing as the proposi- 
tion grew and if they had an open end mortgage, it would give them 
a greater flexibility than they would have under the original proposal. 

The third proposed amendment refers again to page 9 of the bill, 
and it would strike out and change section A (c) 6 and substitute in 
lieu thereof the following: 

A. The mortgage shall bear interest not to exceed such rate of interest per 
annum on the amount of the principal obligation outstanding at any one time 
as shall be determined by the Secretary. 

The reason for that as given by the attorney for the local marketing 
authority is as follows: 

A. A change in the provision on section A (c) 6 on page 15 of the bill to remove 
the specific maximum limitation on such mortgage and substitute therefor a de- 
termination by the Secretary of Agriculture as to the sound maximum rate for 
such mortgages. This is necessary because of the present proposed limitation 
of 4 percent would be entirely inadequate to attract lenders and the question of 
what is a fair maximum may well vary from time to time. The question of what 
is appropriate should be determined by the nature of the proposal, the state of the 
earning and the state of the money market at the time of the borrowing. 

Those three changes are the ones I incorporated in my version of the 
bill. They were caused by practical problems encountered by the local 
people. 

he CuairmaNn. Your first suggestion about expansion seems to me 
to be compatible with the provision on page 14 subsection (c) line 
8 where the bill provides— 
that sufficient land is included as a part of the facility to meet the need of the 
initial construction plus a reasonable amount of land for expansion of the market 
facility, and in no case shall the land available for future expansion be less than 
one-fourth of the acreage utilized in the initial construction. 

The chairman. Yourb 

Mr. Forp. That is one of the requirements of eligibility. 

The Cuarrman. Your suggestion would fit in exactly with that. I 
haven’t any fixed notions about this 4 percent but it may be that your 
suggestion should be put in the bill for the very reason that if the inter- 
est rate happens to be too low, nobody will be able to finance them. 
That is what has happened in some of the housing programs, and I 
believe you would find that the Secretary would not be disposed to 
raise the interest rate beyond a reasonable figure. 

The CuamrMan. Does that conclude your statement ? 

Mr. Forp. I do have a statement from the chairman of the Grand 
Rapids Food Marketing Authority which I would like to insert in the 
record at this point with the chairman’s permission. 

The CuarrMan. Yes; without objection it will be inserted in the rec- 
ord. 
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(The statement of Mr. Hannah is as follows :) 


STATEMENT OF ARTHUR J. HANNAH, CHAIRMAN OF THE GRAND Rapips Foop Mar- 
KET AUTHORITY, ON H. R. 3623 AND THE NEED FOR FEDERAL LEGISLATION To Arp 
THE FINANCING OF WHOLESALE MARKETING FACILITIES FOR PERISHABLE AGRICUL- 
TURAL COMMODITIES 


The city of Grand Rapids has for many years maintained a wholesale mar- 
ket for the handling of perishable commodities. This market, as the city and 
surrounding area have grown, has proved to be entirely inadequate in size to 
the needs of a greatly increased population and marketing area. The facilities 
of the market are antiquated and food handling has been inefficient. As a re- 
sult, many commodities produced in this area have been shipped to other points 
in the State or out of State for marketing purposes. The Michigan Highway 
Department has now purchased a portion of the market for the construction 
of a new expressway. The development of a new wholesale market has thus 
become imperative. 

Facing these facts, the Agri-Hort Committee of the Grand Rapids Chamber 
of Commerce more than a year ago established as its major project the develop- 
ment of a new market adequate to the needs not only of Grand Rapids, but of 
the entire marketing area which includes a major part of western Michigan. 
After conferences with the United States Department of Agriculture, the com- 
mittee caused to be introduced in the Michigan Legislature a Market Authority 
Act which was passed by the legislature and gave authority to the city of 
Grand Rapids to establish a market authority with power to obtain a site, to 
issue revenue bonds for the financing of such market, to employ a market man- 
ager, and to do all other things necessary to the creation and operation of a 
wholesale food market. In the light of this action by the legislature, the Grand 
Rapids City Commission established the Grand Rapids Food Market Authority 
and appointed the members of this authority, all of whom are people with a 
vital interest in the development of marketing facilities for this area. One of 
the purposes of establishing the market authority was to take the whole project 
out of polities and the caliber and character of the members of the authority in- 
sures this. The authority has proceeded to work actively with the representa- 
tives of the Department of Agriculture in the development of plans for such a 
market and in the selection of a proper site for this market. After the best site 
had been determined upon, the city commission acted to provide the market au- 
thority with approximately $225,000 to purchase such portions of the selected 
site as are not now owned by the city of Grand Rapids. The authority has 
appointed a manager who has taken the necessary steps to have the land ap- 
praised and is now entering into negotiations for the purchase of this land. 
Such portions as cannot be obtained by negotiation will be obtained by condemna- 
tion by the city for this purpose. 

Throughout, there has been the maximum of cooperation from the State legis- 
lature, the Michigan Department of Agriculture, Michigan State University, 
the United States Department of Agriculture, the Grand Rapids City Commis- 
sion, and those persons who would be most likely to make use of such a market. 
Land acquisition should be completed within a matter of 3 to 6 months, depend- 
ing upon the success of current negotiations, and we will then be faced with the 
need to finance the construction of the marketing facilities. 

At the present time, our financial advisers tell us and our contacts with local 
banks and bankers indicate that it would be impossible to finance this project 
through private sources with ordinary revenue bonds based upon the lease 
income of the facilities even though supported by a mortgage on the facilities 
themselves. We are advised also that the insurance companies financing such 
related projects as shopping centers are insisting upon long-term leases executed 
by corporations of national standing. The wholesalers who will lease portions 
of the Grand Rapids market will be small-business men and farmers and to 
insist upon such leases being made by huge corporations would actually defeat 
the purposes of establishing this market. We believe that the same is true with 
respect to the financing of wholesale market facilities in other parts of the 
country as well as in the Grand Rapids area. For this reason we are partic- 
ularly interested in the passage of Federal legislation similar in character to 
that now in existence with respect to residential construction mortgages guar- 
anteed by the Federal Housing Administration. H. R. 3623 recently intro- 
duced in the 85th Congress, 1st session, by Representative Ford and S. 824, an 
identical bill introduced in the Senate by Senator Potter, seek to reduce the 
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cost of food to consumers and to improve the income of farmers through the use 
of more efficient marketing facilities. 

These bills authorize the Secretary of Agriculture to insure loans obtained 
through the sale of bonds to private lending institutions or to the public to 
provide funds for the construction of wholesale marketing facilities under 
plans approved by the Secretary of Agriculture which would greatly lessen the 
cost of handling and decrease the spoilage now resulting from excessive handling 
time. Such a proposal involves no loan or grant of Federal funds for construc- 
tion and does not permit the Federal Government in any way to construct or 
operate such a market. The legislation would require the Department of Agri- 
culture to certify that a modern market facility for a city is needed, that the 
plans proposed are adequate and that the anticipated rental income will amortize 
its cost and bring about savings in the handling of food commodities. Under 
these circumstances the Federal Government through the Department of Agricul- 
ture would be authorized to insure such financing up to 85 percent of the cost 
of the new facilities at an annual charge of one-half of 1 percent of the unpaid 
principal amount of the mortgage. 

The best evidence that such legislation is needed lies in the fact that as long 
ago as 1919 the Federal Trade Commission reported the same bad conditions 
which exist today throughout the country in the wholesale handling of perishable 
commodities. Since that date the Department of Agriculture has established 
an intensive program of research to develop plans for proper marketing facilities 
and is today able to furnish technical assistance on all phases of the problem. 
Private financing has not, however, stepped forward to meet the problem of 
developing adequate wholesale food markets with necessary related facilities, 
utilities and available space for the development of complementary food process- 
ing, storage, and packaging facilities. The reasons why this has not occurred 
may be several but we believe that if Federal mortgage insurance is available 
and if the mortgagor is willing to furnish a reasonable equity in the way of land 
or money such as H. R. 3623 requires, private lending institutions will be willing 
to purchase revenue bonds on such market facilities with a yield comparable to 
other federally guaranteed mortgages. This is essential if lease rentals are not 
to be so high as to drive away potential lessees or to unduly raise the cost of 
food handling and therefore the ultimate cost to the consumer. 

We believe that the problem is of such magnitude and such importance to 
the consuming public as to warrant the above type of governmental assistance in 
what would be basically a free enterprise program. The welfare of the country 
as a whole certainly calls for removal of this national roadblock to an effective 
food-distribution system which has grown continually worse throughout the 
years despite the very excellent work of the Departinent of Agriculture in fur- 
nishing advice and consultation on the needs in this field. Furthermore, there 
is every reason to believe from the experience which the Department has had, 
that efficiently constructed and operated markets can meet the costs of such 
financing and that the Federal guaranty provided would seldom, if ever, come 
into operation once the project had been launched. 

We urge, therefore, that the committee approve H. R. 3623 and report it out 
with a recommendation that it be passed. 


The Cuarrman. Any questions? 

Mr. Tracun. Yes, Mr. Chairman, either from you or Mr. Ford, I 
would like to have an answer to this. I doubt very much if any con- 
gressional district in the country sends as much produce in the way 
of fruit and vegetables to these markets as my own. Nevertheless, I 
am a little troubled to know how to answer questions that have come 
up before and will come up again. 

Granted, it would be a wonderful idea to have better markets, why 
is this a Federal responsibility? If these markets can’t be financed 
orenen private means or local governments, why should Uncle Sam 

o it? 

The CHatrMan. I will answer it for you and I think Mr. Crow will 
agree with you. Just as you say, your State probably ships more fruits 
and vegetables than any other district, produce comes from all over 
the United States—I think thirty-odd States or more—40 States ship 
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produce into these eastern markets. They go into New York City and 
every time the vegetable is touched by human hands or trucked or 
through other devices it is adding to the cost. Then it goes our from 
that market into other areas and the operation is not only for the 
municipality of New York City. I think the market is of such mag- 
nitude it is of public interest. 

If the market happens to be congested and the delivery is delayed, 
your producer suffers the loss because of the deterioration of the fruits 
and vegetables while waiting to be unloaded. 

I have seen these pictures myself and I have been on the market 
and remained all night on the market. I was there at daybreak and 
until 9 or 10 o’clock the next morning. The trucks were moving so 
slowly and the produce was handled so badly, it was easy to see what 
was being lost by the farmer through deterioration because of inade- 
quacy of the service. 

In Raleigh, a truck can run into the warehouse grounds and unload 
quickly. They do not have to handle it by hand, and they move it, at 
a saving not only to the producer but to the consumer that will be 
reaped as a result of these modern facilities—it will be enormous. 

Mr. Crow has made calculations and I daresay that in Mr. Ford’s 
district he can te!l now approximately what could be saved. The ques- 
tion you raised is the question that enters the discussions each time. 
That is what Mr. Benson has been troubled with. He says it is a good 
idea to create marketing facilities but private capital should do the 
financing. 

This legislation would provide that private capital do the financing 
but the Federal Government will provide the guarantee. If any area 
in the country should be interested in better marketing facilities and 
prompt delivery, it is your area. 

Mr. Teacur. That is right, and I have no doubt about that, but my 

uestion is how do you answer the criticism from people in the city? 

v farmers would like it, surely. 

The Caiman. You will not receive criticism from people in the 
city. I have been following this subject 10 years. I was chairman of 
the subcommittee, in 1945, appointed to look into the situation. New 
York city was all set to go, the marketing authority, they had beauti- 
ful plans for a market but the matter always becomes involved in some 
kind of local political fight or from the people who own these market 
places and are exacting enormous rent from their tenants. They have 
attempted to delay the legislation, You won't find three people who 
have been in this committee room in opposition to this legislation over 
the years. 

We have had hearings vear after year. The ones who did object 
were cold-storage warehouse people. When we explained the matter to 
them and put a provision in limiting the cold-storage facility, I do not 
think they have any opposition. There was one firm in Washington, a 
storage warehouse right here in Washington 





Mr. Teague. I want my question understood that it is not to indi- 
cate that I am in opposition. 

The Cuatrman. Consider consumer groups in America—I think 
they realize that we have the best distribution system in the world but 
it is too expensive. We keep talking about the wide spread between 
the producer and the consumer. 
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I will conclude by saying this: T think Mr. Crow will give us some 
information which will be amazing to you as to how the cost has pyra- 
mided from the time your produce gets to the river and in sight of 
New York City. 

Mr. Tracur. This is one way to narrow the spread between the 
grower and the consumer. 

Mr. Smirnx. You talk about expense. I suppose you are aware of 
the fact that much of the added expense of the Washington Street 
Market is caused because it is run by a bunch of racketeers. 

The Caarrman. 1 would not argue with you about that. 

Mr. Smrrx. And when you send produce up from North Carolina, 
you are going to pay $9 a truck to have some teamsters drive it through 
the Hudson Tunnel. 

The Cuarrman. That is exactly right. 

Mr. Forp. I would like to answer, in part, the inquiry made by 
Mr. Teague. 

Here is a case in Grand Rapids where the marketing authority, a 
public body, has over $300,000 in cash which they want to invest in a 
new market which they have to build because of a new superhighway 
going through their present facility. The total cost of acquiring the 
lands and building the facilities is about a million three hundred 
thousand dollars. So they have a substantial equity which they can 
put on the barrelhead to undertake construction. Even though they 
have one or two local bankers on their local board, they are unable 
to get local capital to invest in these revenue bonds under current cir- 
cumstances. So, the only way that they can proceed to set up the 

roper marketing facility is to get aid and assistance of this nature. 
I think all of the committee know, this would be almost identical to 
our current FHA for private housing, where the Federal Government 
simply insures and charges one-half of 1 percent, which pays for the 
administrative cost, and set a reserve of funds in case any of these 
projects go bad. 

So, Uncle Sam is not going to lose any money. He is simply the 
vehicle by which these facilities can be undertaken which are im- 
portant not only from the farmer’s point of view, but from the con- 
sumer’s point of view. Unless this legislation is enacted under current 
circumstances, our local people see no possibility of the construction 
of the kind of facility that is needed. 

The Cuarrman. May I add, too, Mr. Teague, these antiquated 
markets we are talking about, for all intents and purposes, fix the 
prices of the things that your farmers send in there to sell. They 
are nationwide in their influence. The prices paid in New York City 
and your big market areas are reflected all over the country. If they 
are loaded down with a lot of unnecessary costs that means every- 
one suffers. I have appointed a special subcommittee of this com- 
mittee to make a study of the widespread difference between the pro- 
ducer and consumer. We hope we may be able to do something about 
it and, at least, dramatize it to the point where the consumer will 
know the farmer is not a profiteer. 

Mr. Krvrcer. Mr. Ford, you say that local conditions are prevent- 
ing private capital from going into this venture. What are those 
conditions ? 

Mr. Forp. The local loaning authorities do not feel that, without 
this guarantee by the Federal Government, they can afford to make 
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the investment in these revenue bonds which are authorized under 
the State enabling legislation. 

Mr. Krurcer. You mean without the Government guaranty you 
will not be able to sell the mortgages ¢ 
‘ Mr. Forv. They will not be able to sell the revenue bonds to the 
local loaning institutions. And, as I say, they have at least one or 
maybe two very prominent bankers in Grand Rapids on the authority 
and they have been giving them this financial advice which I am 
sure is sound, 

Mr. Smiru. Isn’t is true that one of the reasons you have just men- 
tioned is the unreasonable demands of labor? Isn’t that taken into 
consideration ¢ 

Mr. Forp. I don’t know if the same conditions are applicable in 
Grand Rapids that may be applicable in other areas. I don’t think 
those conditions do prevail locally. They may prevail elsewhere. 

The Cuairman. I should like to say, Mr. Smith, in that connection, 
that several years ago Judge Hobbs from Alabama, who was serving 
on the Judiciary Committee—the situation was so bad, the one you 
mentioned—interested himself in the passage of a Federal law redefin- 
ing highway robbery and we passed the legislation in an effort to 
break up the very thing we have discussed. 

Mr. ir: And the courts have held in that connection unless you 
break a man’s leg and beat him up, there wasn’t any intimidation. 

Mr. McIntire. In the enabling legislation, does the credit go to the 
State of Michigan, does it stand behind the bonds that might be issued 
by the marketing authority ¢ 

Mr. Forp. It is my understanding that it simply allows communities 
to set up public marketing authorities with the authority to issue 
revenue bonds. And it also gives to the marketing authority the right 
to condemn lands even outside of the corporate limits of the communi- 
ties, if there is a proven need presented to the court. 

Mr. McIntire. But the State of Michigan does not underwrite these 
bonds? 

Mr. Forp. No, not as far as I know. 

Mr. Horven. Mr. Ford, why should not the State of Michigan un- 
derwrite the loans the same as you are asking the Federal Government 
to do? 

Mr. Forp. T suspect that could be done. 

The CHatrMan. May I answer that for you? As I said a moment 
ago, I am not thinking of your city of Grand Rapids, but I am think- 
ing of Boston and Baltimore and Philadelphia and New York. The 
magnitude of the program and the operation is such that it embraces 
about the whole United States and yet it is controlled by a small group 
of property owners who are holding on to the property and exacting 
high rents. 

After all, we are the people who pay the bill. It is easy enough to 
say, Why don’t the States do it? But the fact is the State of New York 
and the State of Michigan has not done it, and the other places are 
the same. But we have gone on and on for all these years, and nohody 
has done it. It is the same way as Federal Housing, why should the 
Federal Government guarantee to build me a house down in North 
Carolina? 

Mr. Teacur. Mr. Chairman, how is it being handled in Raleigh? 
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The Cuarman. Tomorrow gentlemen from my State, the city of 
Raleigh, will testify. They will have some pictures of a new market- 
ing facility in Raleigh. It will be my purpose, if the committee mem- 
bers wish, to send some of the new members to see the antiquated 
markets and then see the new markets. It will take only a short time. 
Then you can see exactly what the need is. 

Mr. Tewes. Mr. Chairman. 

The Coarrman,. Yes, Mr. Tewes. 

Mr. Tewes. Who built the one in North Carolina ? 

The Cuarrman. Local people, and you will see there fruits and 
vegetables from all over the country. As I said, they went ahead and 
constructed the market, hoping that this bill would pass. While they 
did not depend on it, this legislation would be a great help to them. 

Mr. Forp. Here is one problem you run into—many of the people 
who would rent facilities in a wholesale market are trully small- 
business men who do not rent their facilities for a long period of time. 
It is different if you had the big nationwide chain operations who 
have the capability to sign a 10- or 20-year lease. 

These people are truly small traders in produce brought from the 
farm and sold to the retailers in a community. 

The Cuarrman. I can tell you how important the leadership on 
both sides at one time thought this bill was. When I asked for a 
special fund to make a study of it, 1 was told I would have at our 
disposal an unlimited amount of money. They said whether you need 
$50,000 or $150,000, get busy and do something about it. 

That came from both sides, Republicans and Democrats. We did 
something about it and the bill passed the House, but it bogged 
down in the Senate. 

The bills we have before us now represent the final thinking of this 
committee to the present time. I think that just about everything in 
the bill was written by this committee. Practically every member of 
the committee participated in it from time to time in arriving at what 
we have now. So, it is not the handiwork of Mr. Crow. It is not 
the handiwork of any bureaucrat. It provides that the Federal Gov- 
ernment shall lay out the plans and approve the final marketing 
facility. 

In other words, the Secretary of Agriculture must approve the pro- 
gram before anyone goes into it. 

Thank you very much. 

Mr. Forp. Thank you, Mr. Chairman. 

The Cuareman. I should like to take a brief recess while we set the 
camera up, and a representative of the Department will operate it 
for us. 

(A short recess was taken.) 

The Cuarrman. The committee will come to order. 


STATEMENT OF WILLIAM C. CROW, AGRICULTURAL MARKETING 
SERVICE, UNITED STATES DEPARTMENT OF AGRICULTURE 


Mr. Crow. This is a movie showing the need for modernizing 
marketing facilities. 

(A movie, Modernizing Marketing Facilities, was presented. by 
the U. S. Department of Agriculture.) 
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The Cuairman. Mr. Crow, on behalf of the committee, I should 
like to thank you and your associates for making this picture available 
to the committee. 

The Cuarrman. Without objection I shall insert in the record a 
statement by the American Farm Bureau Federation and a statement 
by Mr. Dominic A. Di Vito, vice president of the National Associa- 
tion of Produce Market Managers. 

(The statements are as follows :) 


STATEMENT BY Dominic A. Dt Vitro, Vick PRESIDENT OF THE NATIONAL 
ASSOCIATION OF PRODUCE MARKET MANAGERS 


Mr. Chairman and members of the committee, my name is Dominic A. Di Vito. 
I reside in New Haven, Conn. I am vice president of the National Association 
of Produce Market Managers and a former member and secretary of the Con- 
necticut Marketing Authority. 

The remarks and comments I will make on the bill before you are predicated 
not only upon my experience with the National Association of Produce Market 
Managers and the Connecticut Marketing Authority, but also from my more than 
14 years’ experience as secretary and manager of the New Haven Market Ex- 
change. The New Haven Market, a private enterprise, is the largest in the State. 
It serves more than 40 wholesalers and 300 farmers and does a gross business 
of approximately $20 million a year. 

The need for adequate marketing facilities for perishable fruits and vegetables, 
particularly in the larger consuming areas, was never greater than it is today. 
And, it will be still greater in the future unless some broad plan is set up to assist 
and to correct this urgent need. 

What would better marketing facilities under this bill mean? This is what I 
believe would be accomplished and I speak for the big majority of my colleagues 
when I say: 

1. Distribution costs would be cut, through more efficient handling and 
transportation. 

2. Farmers could sell their produce faster and with greater advantage. 

3. Operation of market facilities would continue in hands of those who 
know this field best. 

4. It would discourage government, on any level, from entering in direct 
competition with private operators, without making a _ self-supporting 
project. 

5. It would mean a smoother flow of products, particularly when an 
abundance is available. 

6. The farmers and wholesalers would be encouraged to work out their 
own problems, and I assure you they are many. 

7. It would permit a better regulation of markets for the mutual benefit of 
all. 

8. A challenge would be flung at every market man to participate in the 
ownership of market facilities, to make his business self-supporting and an 
asset to his community as Well as to himself. 

9. Labor relations and conditions would be improved. 

Savings—real savings of many dollars—are hiding behind the nine. direet 
benefits I listed. These savings could, and should, be shared by the farmer, the 
wholesaler, and the consumer. 

These savings would come, in reduced spoilage as well as greater efficiency. 
Spoiled food is expensive. You and I and everyone else pays for it. 

Few of the wholesale fruit and produce markets in the Nation today are ade- 
quate. Most of them are old with the buildings antiquated for today’s methods, 
or set in crowded surroundings, a pattern followed long before the appearance of 
refrigerated highway trucks and trailers and cold-storage warehouses. 

While government officials have been advocating broader housing, health and 
social-security measures, nothing was done, until your chairman, Congressman 
Cooley, acted, about improying the distribution of food. It was like water. 
Everyone took it for granted, until the drought or poor planning hit New York 
City. 

A drought of food due to ill equipped, situated, administered, or financed 
wholesale-distributing markets would have consequences many times more 
serious than the crisis in which New York finds itself. 
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- It could conceivably be that we might have foodless Thursdays. Then we 
wouldn't have to save all of the day’s soiled dishes for one washing at night. 

‘Phe military leaders here and in London and Paris have joint plans on what 
to do in line of battle should another war break. A-boming of American cities 
by long-range bomber or rocket is an admitted possibility. Well organized food- 
distributing centers scattered in key areas could become a valuable wartime asset. 
The advantages of such markets would be without limit in a national emergency. 
The emergency use would not have to be limited to fruits and vegetables. All 
other grocery-store items could be distributed from these strategie points. 

After talking with men in all levels of the produce industry, I am convinced 
that they will use the law, if passed, to the fullest extent. They know that 
something must be done, and this bill, I think, will do it. 

As we see it, this bill is not another appropriation which will give something 
for nothing. It is developed on a sound business basis, and makes loans possible 
from accredited lending institutions to be repaid with interest and I am certain 
that said loans will be properly evaluated before they are approved. 

It is noted, however, that municipalities or other political subdivisions are en- 
titled to borrow under the same privilege as a private corporation, cooperative 
or other type of individual group. ‘This, I believe, should be omitted for many 
reasons. 

1. They can borrow on their own credit, and Federal guaranty is not needed 
particularly if a market is to be a self-supporting project. 

2. The municipality or other political subdivision should be the last resort be- 
fore they become involved in the market business. Usually such ventures resolve 
in political expediency and not for the service which it will ultimately render. 

And just one suggestion, gentlemen. The law must keep governmental admin- 
istration to the bare minimum necessary to guarantee that its loan power is not 
abused. Good horsesense, unfortunately, cannot be written into laws. You 
have, however, gone a long way toward assuring competent administration by 
the high type of men now placed in the Marketing Facilities Branch, who ure 
surveying market needs. 

I have discussed the intent of this bill with the sponsors before it was presented. 
I say the farmers and distributors owe Congressman Cooley and his committee 
a debt of gratitude for drafting this proposed legislation. If all legislators are 
made to understand the seriousness of the problem, I am certain it will be en- 
acted. 

I am for this bill with the minor objection mentioned, and urge its approval 
because I believe it offers a solid, businesslike solution of the problems which 
plague this industry. 

Government has given its help and advice to agriculture along every point of 
the line until the products are grown. This bill, I believe, will be a real benefit 
to everyone, from farmer to consumer, and will place greater emphasis on better 
markets, which in my opinion is the price-making function of the day. 

Thank you for the privilege in allowing me to express my views. 


STATEMENT OF THE AMERICAN FARM BUREAU FEDERATION REGARDING PROPOSED 
LEGISLATION TO ENCOURAGE THE IMPROVEMENT AND DEVELOPMENT OF MARKET- 
ING FACILITIES FOR HANDLING PERISHABLE AGRICULTURAL COMMODITIES 


The American Farm Bureau Federation appreciates the opportunity to present 
our views concerning the proposed legislation that would encourage the improve- 
ment and development of better facilities for marketing perishable agricultural 
commodities. We have been quite interested in this problem for many years 
because of the inadequacy of some of our marketing facilities and the increased 
costs to both producers and consumers that have resulted. 

Although tremendous progress has been made toward increasing the efficiency 
of production and marketing of perishable agricultural commodities, in many 
of our major markets these products must still move through antiquated and 
obsolete wholesale market facilities originally constructed many decades ago. 
In many instances these facilities are not even served by rail sidings located 
within the market area. Excessive delay in moving produce into and out of 
such markets involves waste of manpower and equipment, thus increasing costs 
of marketing. 

Needless to say, these obsolete facilities have taken an unnecessary toll of all 


produce passing through the markets. The costs of such waste are shared by 


producers and consumers. 
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During recent years there have been a number of new marketing facilities 
developed involving the use of private financing. These new markets have 
been financed in a number of different ways. The increased use of private 
capital in the development of these facilities has been very encouraging. We 
would hope that this trend continues, as we believe this is the most desirable 
way to develop these new facilities. The proposed legislation may facilitate the 
private financing of such marketing facilities by providing mortgage insurance. 

An increasing number of large retail food distribution firms have built their 
own wholesale warehouse facilities to handle perishable agricultural commodi- 
ties in the past few years. In some cases this was no doubt done because of the in- 
adequacy of present marketing facilities. Independent retailers and small chains 
in some areas have a cost disadvantage because they are largely dependent upon 
the higher cost produce markets for their supplies. Adequate facilities to meet 
the needs of these smaller retailers are necessary. 

As a result of the tremendous changes that have occurred in the marketing 
of perishable agricultural commodities, consideration should be given in planning 
new marketing facilities to the development of a food distribution center rather 
than a produce market. Currently some areas like Philadelphia are developing 
such a food distribution center. Under this type of arrangement it would be 
possible to meet the varied needs now necessary in the retail food distribution 
industry. We believe this could be done under the proposed legislation. 

The problems to be overcome in the development of modern wholesale markets 
are many and varied. The difficulty in financing more adequate facilities is one 
of the problems to be considered in such instance. The enactment of the pro- 
posed legislation would help to minimize this particular difficulty by authoriz- 
ing mortgage insurance. We hope favorable consideration is given to such legis- 
lation. 

The proposed legislation now provides that the mortgage period may not ex- 
ceed 40 years. We would urge that this be amended so that the mortgaze period 
would be reduced to 30 years or some other shorter period of time. With the 
rapid technological changes taking place with respect to the marketing of perish- 
able agricultural commodities, we believe that it would be much sounder to pro- 
vide for the maturity of the mortgages for a shorter period of time. In some in- 
stances the facilities have become out of date even in 10 years’ time. To have 
the mortgage period for such a long term as now provided in the pending bills 
would appear to be unsound. We hope the committee will give serious considera- 
tion to our suggestion for reducing the mortgage period. 

We appreciate the opportunity to express our point of view on this matter. 


The Cratrman. Mr. Ford and Mr. Crow were the two witnesses to 
be heard today and we will resume the hearing tomorrow morning at 
10 0’clock. I presume all members will be present. 


(At 11:30 a. m. the committee adjourned until 10 o’clock 
Wednesday, March 20, 1957.) 
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WEDNESDAY, MARCH 20, 1957 


House or ReprEsENTATIVES, 
CoMMITTEE ON AGRICULTURE, 
Washington, D.C. 

The committee met pursuant to notice at 10 a. m., in room 1310, 
soy House Office Building, Hon. Harold D. Cooley (chairman) pre- 
siding. 

Pasa: Representatives Cooley (chairman), Grant, Gathings, Al- 
bert, Abbitt, Thom son, Watts, Hagen, Johnson, McIntire, Smith 
Krueger, Teague, Tewes, Anfuso, Bass, Knutson, Jennings, and 
Matthews. 

The CuatrMan. The committee will please be in order. 

Mr. Joseph Shelly, will you have a seat at the witness table. 


STATEMENT OF JOSEPH S. SHELLY, EXECUTIVE SECRETARY, 
VEGETABLE GROWERS ASSOCIATION OF AMERICA 


Mr. Suetiy. Mr. Chairman, I am Joseph S. Shelly, executive sec- 
retary of the Vegetable Growers Association of America. The Vege- 
table Growers Association of America is the only national association 
of vegetables growers, with 42 affiliated associations with membership 
in 30 States. 

This association is in general agreement with the objectives set 
forth in the several bills on marketing facilities financing now before 
this committee. It is needless to dwell in length on these objectives 
or to enumerate the many deplorable conditions row existing in many 
terminal or public markets where perishable agricultural commodities 
are handled. 

At the last annual meeting, held in December 1956, the voting dele- 
gates adopted the following resolution: 

We believe efficient marketing is essential to successful agriculture and that 
proper marketing facilities tend to bring better returns to the grower and 
better distribution to the consumer because of less waste of time, labor, and 
produce. We approve legislative principles which encourage the improvement 
and development of marketing facilities and facilitate the financing of them by 
use of a market mortgage insurance fund. 

No one is aware any more of the inadequate and obsolete facilities 
for handling perishable agricultural commodities at public and ter- 
minal markets than the vegetable growers of the country. Vegetable 
producers are aware of the obsolete and inadequate market facilities, 
reflecting so realistically the inefficiency of marketing and lower re- 
turns received for commodities. 
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There are, however, several points in this legislation with which we 
are not in complete agreement. We urge the committee to give con- 
sideration to these two economic factors. 

We recognize the invaluable services the United States Department 
of Agriculture has rendered through its market research under the 
Agricultural Marketing Act of 1946 in pointing out the need for the 
more efficient marketing facilities. These needs have been emphasized 
by the tremendous changes which have taken place in the marketing 
functions and practices of perishable agricultural commodities. We 
certainly urge the continuation of these functions. 

Recognizing these tremendous changes and the trend toward even 
more revolutionary changes, we, question the wisdom of the Federal 
Government’s investing 85 percent of the total cost for a period of 40 
years. It is entirely possible that in this period of time changing 
conditions may adversely affect the market facility, resulting in even 
greater burdensome costs and obsolescence with which many of these 
same markets are afflicted today. 

Such conditions may completely nullify the definition of establish- 
ing reasonable rentals and other charges as specified in section 10 (f) 
necessary to defray costs of maintaining and operating the market 
facility. 

It is the opinion of the association that local groups should be 
stimulated to carry by themselves as much of the cost as possible. 
Government paternalism merely tends to overproduce, overextend, 
and overdevelop such undertakings. Where local market authorities 
cannot completely develop needed facilities the association considers 
it as a more realistic policy to invest up to two-thirds of the total cost 
for a period of not more than 25 years. This, we believe, is an accep- 
table principle in real estate economics and would avoid government 
foreclosures where facilities could no longer pay their way due to 
obsolescence and would rotate the fund faster, which would be de- 
sirable. 

Vegetable growers believe that the Federal Government should do 
only that which people cannot do for themselves. To go beyond that 
point destroys initiative, limits freedom, and thwarts individual de- 
cision making so essential to our American system. 

The CHartrman. Thank you very much, Mr. Shelly, for your state- 
ment. I don’t believe there is anything in your statement that is 
incompatible with the real premises of the legislation. 

Now, you spoke of the Agricultural Marketing Act of 1946. The 
act came into being, because of the interest of the committee, here in 
this committee room. It did not originate in the Department of Agri- 
culture and I take great pride in what has been done in that agency. 

The question of 85 percent for a period of 40 years could be changed. 
75 percent for 30 years, 25 years. It certainly is not the purpose of 
this legislation to bring into being any agency of the Government that 
is going into the marketing business. It will only be an agency charged 
with certain responsibility and authorized to underwrite certain of 
these undertakings. You have clearly indicated that the members 
of your organization are fully aware of the deplorable situation exist- 
ing in some of these terminal markets and of the waste and loss of time 
and labor and produce. Now, the fact is that these obsolete marketing 
facilities are continuing to exist and while it is well enough to say 
that the private industry should do something about it and new facili- 
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ties should be financed with the aid of private lending agencies, the 
fact is that the credit is not available on the terms and conditions set 
out in this bill. 

As I understand it, you have no objection to the basic idea involved, 
but you do think 85 percent is too much and the 40-year period is too 
long. 

Mr. Suetiy. That is right. I think there are several examples, Mr. 
Chairman, of privately sponsored marketing authorities that are doing 
a good job. I believe the market now being built in Philadelphia is 
one being financed through a local authority and we certainly would 
favor, wherever possible, local authorities do as much as possible. 

The CuHatrMan. You realize, of course, how important this is in the 
New York area and you recognize, I am sure, how inadequate the mar- 
keting facilities are in the city of New York. 

Mr. Suetry. It is probably the country’s worst. I think one of the 
problems they are faced with there is, Where are you going to put the 
new market ? 

The Cuatmrman. There is a group up there that is unfarovarble to 
putting it anywhere. We saw a very interesting motion picture yes- 
terday morning, brought to the committee room by representatives 
from the Department of Agriculture. It certainly did not overdrama- 
tize the situation there. That market is important to every farmer in 
the country. 

Mr. Shelly, as I say, I realize that all legislation is a subject for com- 
promise and these are the figures we had in the last draft of the bill. 
We will consider your suggestions, of course, when we go into execu- 
tive session. On behalf of the committee, I want to thank you very 
much for appearing. 

Mr. Hagen ? 

Mr. Hacen. On page 4 of the bill there is a restriction on the financ- 
ing of cold-storage warehouses. We saw this movie prepared by the 
USDA, and from watching that I would judge that one of the prob- 
lems of these terminal markets is the problem of providing some kind 
of refrigeration for holding this stuff overnight. Do you think this 
restriction on cold-storage warehouse of greater than 10,000 cubic feet 
capacity would take away some of the value of the legislation ? 

Mr. Snenry. I don’t know whether I can answer your question di- 
rectly, sir. I don’t have a copy of that bill. I have one of the others 
before me. 

Mr. Hacen. Mr. Cooley is trying generally to keep these public fa- 
cilities, out of the cold-storage category, but I understand from the 
movie there is a necessity for some refrigeration in these facilities just 
for temporary storage. 

Mr. Suetiy. That is right. From my association with markets, I 
have observed that most of the individual dealers have their own cold- 
storage facilities. Quite frequently vegetables and fruits may be held 
for a day or two in the car if there is a limited amount of space, and 
usually there is not too much of it goes into cold storage for any length 
of time because, as you know, they are highly perishable, most of the 
regular commodities that are handled. 

The Cuarrman. You are talking about the language in lines 14 to 
16 on page 4? 

Mr. Hacen. That is correct. 
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The CHarrMaNn. We discussed that yesterday. That was put in the 
bill because some of the cold-storage people had been financing cold- 
storage operations, and that, of course, is subject to change if 10,000 
cubic feet is too much or too small. 

Mr. Hagen. I want to ask, then, would 10,000 cubic feet in a ter- 
minal market, say, like New York, or possibly some of the smaller 
ones, would that be adequate to take care of all the overnight refrigera- 
tion which would be required ? 

Mr. Suey. I am really not an engineer and 

The Cuamman. I guess Mr. Crow could answer that better than 
anyone else. I do not know whether or not 10,000 feet would take 
care of the New York market, but the idea is that no one facility 
would be larger than 10,000 feet. 

Mr. Suetry. I am not in a position to answer that. I would say, 
possibly in the case of fruits, it is more desirable for larger storage 
facilities than it would be in vegetables. 

Mr. Hagen. Mr. Cooley referred a while ago to some reasons why 
the local effort has not been made. 

Could you point out why, for example, better facilities have not 
been provided by local authorities in these larger cities? Does some- 
one have a vested interest in real estate or what ¢ 

Mr. Suetxy. I presume there would be numerous reasons that could 
be quoted, Probably there are real-estate interests in some areas. Per- 
haps in other areas it might be that folks cannot agree as to the most 
desirable place and the result is that nothing is done. But it seems to 
me in most cases where there has been a sincere desire to do some- 
thing on the part of local people, then usually those obstacles have been 
overcome, and again I refer to the Philadelphia situation as being 
probably an example of an excellent job being done by a local group. 

Mr. Hacen. They would still have those same problems, even with 
this legislation. 

Mr. Suetiy. That is right. 

Mr. Hacen. But, for example, New York City has an excellent port 
authority. They have quite elaborate structures there in connection 
with oceangoing shipping, and so forth, and you would think they 
could have made the same provision for their interstate receipts of 
vegetables and fruits and so on. I was wondering if there was some 
reason why they had not done so. Maybe these landlords, or who- 
ever they might be, exercise some high degree of political influence, or 
something that would prevent it. 

Mr. Suetty. I really don’t know. The association that I represent 
of course represents the other end of the line, the producers, so I am 
not too a with some of the problems that exist in New York or 
St. Louis, or Atlanta, Ga. 

The Cuarrman. I think, if I could suggest, Mr. Hagen, you prob- 
ably would have different problems i in different localities. 

For instance, I am sure in Richmond, Va., they are all set and ready 
to go to build a new terminal market but they have not been able to 
arrange for the financing. I know that testimony has been given before 
this committee, and in my own district, I have men from my district 
here this morning who will tell you about their problem. We did not 
have the problem in Raleigh that they have in New York or that you 
have in many places where the property owners put up a fight to 
hold on to their service facilities that they now have. 
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Are there any further questions? 

Mr. Smiru. Yes. 

The Cuatrman. Mr. Smith. 

Mr. Smrrx. What percentage of your vegetables is sold handled 
direct from the producer to the big chainstores without going through 
a terminal market? 

Mr. Suetty. I can’t really answer that question. 

Mr. Smiru. That is a growing thing, isn’t it ? 

Mr. Suetty. Yes, sir, and that is the thing I was pointing out as 
the change taking place. 

Mr. Smiru. I thought on the next to the last page where you referred 
to it, now everybody who is familiar with this, knows that the chain- 
stores are not going out—they haven’t quite started to raise their own 
beef, but they are feeding their own beef and all meat products come 
direct. And I think they may buy your lettuce and cucumbers, and 
so forth, direct from the producers and it never reaches the terminal 
market. 

Mr. SuHetxiy. That is exactly what I was trying to point out as to 
the great changes that have taken place in the last decade and may take 
place in the next decade. 

The Cuatrman. Well, the big corporations are actually doing for 
themselves what we are trying to provide through public marketing 
facilities which the farmers may use freely. 

In Petersburg, the A. & P., have a wonderful layout. They havea 
railroad to the back door and trucks at the front door. They can effect 
all sorts of economies in the handling of produce, whereas in the mar- 
kets we saw in the picture yesterday, there is a lot of waste. That 
shows what private initiative, working through big corporations, can 
do, but a little municipality or small group of industry people are not 
able to put in the facilities that are desirable. 

Mr. Jounson. There would be no competition with that A. & P. 
market. 

The CHarrman. I don’t know how they operate. I think they do 
a lot of it under contract. 

Mr. Suetiy. Some of it is under contract and some is on a competi- 
tive basis. Of course, you have a lot of chain stores competing. 

Mr. Tewes. Back home I am in the plastic industry and one of the 
most important contributions that our industry has made is packag- 
ing for consumer items. Are your research men doing any dreaming 
10 or 20 years ahead as to the advent of new packaging? Will we 
eliminate the present distribution techniques and warehouses of this 
size? 

Mr. Suetiy. Well, our association does not get into that type of 
research. We are merely a small association, serving our member- 
ship, so my statement will merely go to reflect perhaps what has been 
said by packaging designers in that particular field. 

I presume there will be some big changes in the years to come. I 
am not certain what the picture may be 10 years hence, because there 
has been tremendous change in the last 10 years and what may hap- 
pen in the next 10 years may Se change the picture of what 
we are doing today, so it is open to change. 

Mr. Trewes. But you will agree when we talk about 25 or 35 or 40 
years, that there are things in the market today that the housewife 
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accepts, plastic bags, plastic packaging, that were not even dreamed 
of a few years ago. 

Mr. SHELLY. oh, yes, and the trend will certainly be more and more 
toward packaging. 

The Cuairman. Thank you very much, Mr. Shelly. 

Now we will hear from Mr. Bellamy of the American Bankers 
Association. 


STATEMENT OF J. W. BELLAMY, JR., PRESIDENT OF THE NATIONAL 
BANK OF COMMERCE, PINE BLUFF, ARK. 


Mr. Bettamy. Thank you, Mr. Chairman. 

My name is J. W. Bellamy, Jr. I am president of the National 
Bank of Commerce, Pine Bluff, Ark. I am appearing today to ex- 
press the views of the American Bankers Association on H. R. 3623 
and H. R. 4250. 

The objective of H. R. 3623 and H. R. 4250, as set forth in the dec- 
laration of policy in section 2, is to replace inadequate and obsolete 
public marketing facilities for the wholesale handling of perishable 
agricultural commodities with such modern facilities as will be con- 
ducive to orderly and efficient distribution, increased consumption, and 
a reduction in the spread between prices paid by consumers and those 
received by farmers. The American Bankers Association believes 
that the means proposed to reach this objective are not only unneces- 
sary but are fundamentally unsound. 

It is proposed to provide Government aid in the financing of such 
public marketing facilities through the insurance by the Secretary 
of Agriculture of long-term mortgage loans. The insured loans could 
have a maxmium maturity of 40 years and could be in an amount equal 
to 85 percent of the total cost of the facility. 

A fundamental objection to this legislation is that it seeks through 
the device of Government insurance or guaranty, to encourage private 
financing on easy terms of public marketing facilities at a time when 
the overall demand for the materials and labor which would be used 
in the construction of such facilities is already tremendous, thus add- 
ing to the inflationary pressures present in our economy. Another 
objection is that it would provide a subsidy to private lenders and in- 
vestors at the expense of the taxpayers. 

It is observed that the bills, although providing for a premium 
charge for insurance to be paid by the mortgagee, do not place sole 
reliance on the premium income to provide sufficient funds to make 
the insurance payments. Instead, an initial appropriation of $25 
million would be authorized to establish the insurance fund, which is 
equal to one-quarter of the total aggregate amount of insured mort- 
gages which could be outstanding at any one time. In addition, if the 
money in the fund is still insufficient to pay losses, the Secretary of 
Agriculture would be authorized to borrow the amount needed from 
the Secretary of the Treasury. 

This is tantamount to a full Government guaranty of the loan and 
in effect pledges the full faith and credit of the United States for the 
fulfillment of each contract of insurance. It is not a proper function 
of the Government to use its credit to protect private lenders and in- 
vestors against losses on loans. In addition to appropriate $25 million 
of taxpayers’ money to guarantee the solvency of the insurance fund 
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would constitute a subsidy to the lenders and investors whose loans and 
investments are insured. It is submitted that this likewise is not a 
proper function of the Government. 

We believe the Housing and Home Finance Administration, under 
present law, has authority to finance public marketing facilities. In 
1955 the Housing and Home Finance Administrator, acting through 
the Community Facilities Administration, was authorized to purchase 
the securities and obligations of, or make loans to, municipalities and 
public corporations, boards, and commissions to finance public proj- 
ects. Loans may be made either directly or in cooperation with banks. 

We understand that authority exists for the Small Business Admin- 
istration to finance marketing facilities through its pooling operations. 
In addition, the banks for cooperatives are authorized to make facility 
loans to farmer cooperatives for financing the acquisition of land, 
buildings, and equipment used in marketing activities. 

With these existing sources of credit available for the financing of 
marketing facilities, there appears to be no need to bring another Gov- 
ernment agency into the picture. It has been our observation that, 
whenever Congress authorizes a Government agency or department to 
institute a new program, it seeks to expand such program as rapidly 
as possible even though it may be duplicating programs which other 
Government agencies are authorized to underizke. 

We believe rather than injecting the Federal Government further 
into the credit field, the time has come when the States and com- 
munities should assume greater responsibility for financing projects 
of local benefit. State and local governments in recent years have 
come to rely more and more on Federal funds to finance their projects. 
It is time this trend was reversed. The enactment of legislation calling 
for the assumption by the Federal Government of further contingent 
liabilities can only make more diflicult the problem of handling the 
public debt. 

State and local governments, if their finances are in order, should 
experience no difficulty in obtaining credit or capital from private 
sources to finance sound public projects such as marketing facilities. 

The problem of financing these projects should be solved locally and 
not by financial assistance from the Federal Government. 

The proposals contained in this bill strike us as extreme examples of 
the Federal Government reaching out into the detail of local com- 
munity life. It seems to us that local citizens and local governmental 
organizations have some responsibility for the provision of local facil- 
ities and services which they ought to provide for themselves through 
local effort and out of their own financial resources. ; 

The American Bankers Association believes this bill should not be 
enacted because (1) Government guarantee of loans is an indirect sub- 
sidy to private lenders and investors; (2) the projects that might be 
financed under the bill would compete with other construction projects 
for materials and labor which are in short supply and, thus, contribute 
to inflationary pressures; and (3) it is time that local communities 
stand on their own feet and provide such local facilities as they need 
out of their own efforts; and (4) in any event, existing agencies of the 
Federal] Government have authority to finance such marketing facili- 
ties, so that no need exists to provide additional Government-sup- 
ported financing for this purpose. 

90655—57—-6 
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The Cuarrman. Thank you very much, Mr. Bellamy, for your state- 
ment. I should like to ask you a few questions. 

Mr. Betiamy. Yes, sir. 

The Cuarman. It would appear from the position you take that 
you and your organization are opposed to the activities of the House 
on the entire financial administration. Am I correct? 

Mr. Brtiamy. It is set out in this statement. We believe they al- 
ready have the authority. 

The Carman. That is not my question. I said this statement in- 
dicates that you and your organization are opposed to the activities of 
the entire financial administration ¢ 

Mr. Betitamy. In the form of a subsidy. 

The Cuatrman. I am not talking about subsidies. If you are op- 
posed to this legislation, by the same token, you would also be opposed 
to the Rural] Electrical Administration. 

Mr. Bettamy. Well, Government in business, yes. 

The Cuatrman. You would be opposed to the bankers cooperative ? 

Mr. Bettamy. Yes. 

The Cuarrman. You would be opposed to the Production Credit 
Association ? 

Mr. Bettamy. Yes. 

The Cuarrman. So, in short, the American Bankers Association are 
opposed to all of these agencies through which we have tried to expand 
facilities and services for our people, including the building of homes. 
Now, you point out that the bankers cooperative, Small Business Ad- 
ministration, Housing and Home Finance Administration, all have 
the authority to build or finance the marketing facility that is con- 
templated. 

Mr. Betxamy. Their authority is already on the statute books and 
we point out 

he CuarrMan. Well, if it is a bad thing, why don’t you advocate 
the repeal of it? Why don’t you bankers come out and fight the Fed- 
eral Housing Administration, the REA—are you opposed to the 
FDIC? 

Mr. Bettamy. In some cases in my particular bank; yes, sir. 

The Cuatrman. So, you were not in the banking business in 1932 
and 1933, were you? 

Mr. Betxamy. I have been in the banking business for 32 years. 

The CuHarrman. Were you in the banking business in 1932? 

Mr. Betxamy. Yes, sir. 

The Cuatrman. What happened to your bank ? 

Mr. Brtiamy. It opened promptly when permission was granted. 

The Cuatrman. With the aid of the Government ? 

Mr. Bettamy. No, sir; it did not. 

The Cuarrman. With the FDIC? 

Mr. Betiamy. Well, we were required to come under the FDIC. 

The CuamrMan. So as to be sure of your solvencies. You do not 
object to the FDIC, do you? 

Mr. Betiamy. I do not. 

The Cuatrman. Your bank was not in difficulty in 1932 when all 
the banks in the country were closed ? 

Mr. Betxamy. No; it was not. 
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The Cuatrman. Now, your objection to this legislation is that you 
object to all the activity of the Federal Government that is the field 
of credit, don’t you? 

Mr. Bettamy. Except in emergencies. 

The Cuarrman. How about the bill under which hospitals are being 
built over all the country? Do you object to that, too? 

Mr. Betiamy. I do not know that I can answer about the hospitals. 

The Cuarrman. Why not? It is the same principle. You say it 
is not a proper function. “It is not a proper function of the Govern- 
ment to use its credit” and soon. Now, we could say that private in- 
dustries should build the hospitals. They did not build the hospitals. 
We should say that private lending agencies should finance the housing 
program, but they did not to it. We have said that private lending 
agencies should take care of the needs of farmers or build the rural 
electric lines, but they did not do that. The Federal Government had 
to go into the business of supplying aid to segments of our economy and 
expanding services and facilities. 

Your real objection to this is that you think it is an invasion of the 
field of banking, don’t you ? 

Mr. Bretitamy. Well, one, Mr. Chairman, I think that there are sufli- 
cient laws on the books at present to handle the marketing facility. 

The Cuarrman. Now, you are jumping the track there, you are com- 
ing back and approving the Federal Housing Administration. Why 
don’t you advocate the repeal of it? The thing about it is you take 
the position in here now that I don’t think the American Bankers Asso- 
ciation has ever taken before. Are you authorized to speak for the 
American Bankers Association ? 

Mr. Bettamy. I am a representative of the American Bankers Asso- 
ciation. 

The Cuarrman. Are you authorized to speak here in their behalf? 

Mr. Betitamy. In this statement, that is what I was asked to do, yes, 
sir. 

The CuHatrman. Well, has the statement been approved by the 
association ? 

Mr. Bettamy. I would not say the association as a whole. It was 
handled by the Washington oflice. 

The CuHatrman. Well, who in the Washington office, you? 

Mr. Bettamy. No, sir, Mr. Brott. 

The Cuatrman. Who? 

Mr. Betiamy. Mr. Jerry Brott. 

The CuarrmMan. Did he prepare this? 

Mr. Betiamy. He assisted in it. 

The Cuarrman. Did he submit it to the board of directors? 

Mr. Betitamy. Not to my knowledge. 

The CuarrmMan. In other words, this was Mr. Brott’s idea and your 
idea ? 

Mr. Betiamy. I think it does follow the general policy of the asse- 
ciation. 

The Cuarrman. I do not think the bankers of North Carolina would 
put their stamp of approval on all of this statement and I doubt very 
much if they would in Arkansas. This is a broad categorical indict- 
ment of the Congress and of the agencies created by the Congress, it 
seems tome. I do not believe that the bankers of the country would 
approve your statement. 
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I can see how they might point out as objectionable, as has been 
indicated here, that the 85 percent is perhaps going too far and 40 
years, maybe too long, but by and large, I do not believe that a banker 
has appeared here before—maybe I am wrong—in opposition to the 
bills that have been reported out of this committee almost. identical 
with the one we are considering now. 

Any questions, Mr. McIntire / 

Mr. McInriree. Mr. Bellamy, I may not agree with your views but 
I appreciate your testimony. There is one statement on page 3 that 
I would like to inquire into a little more specifically, the top line there: 

We understand the authority exists for the Small Business Administration 
to finance marketing facilities through its pooling operations. 

Did you examine that pooling facility to make a specific example 
as to whether or not the marketing facilities are something under that 
law? 

Mr. Betitamy. I believe the Small Business Administration is of 
the opinion that these loans would be eligible. Now that is to indi- 
viduals or corporations. I do not think so far as municipalities are 
concerned. 

Mr. McIntire. This arouses my interest because 1 happen to be fa- 
mniliar with the first pooling loan that was made under that legisla- 
tion. My recollection of the eligibility, the measure of eligibility, is 
that it rests substantially in the field of acquiring raw materials, which 
would impress me as not being specific as to marketing facilities at all. 

I do recall in the case of that loan, and it was the first one made in 
the country, that that was substantially the proof and the findings to 
be made wherein you brought corpor ations together through an inter- 
mediary corporation whic h was fully owned and the function of that 
intermediary corporation was one of the assembling of raw materials; 
it may be broader than that but I am familiar enough with that par- 
ticular loan to question whether the language is sufficiently broad to 
make marketing facilities, which are practic: ally a service proposition, 
eligible under the provisions of that pooling operation. 

Mr. Brxtiamy. I do not believe, technically, that I could answer your 
question just on an informal discussion of the matter. 

Of course, some of these regulations under which they operate, the 
language is elastic, probably, and it is the opinion that there is a pos- 
sibility t there. 

Mr. McIntire. Well, the legislation is not confusing, particularly, I 
do not think, and it looks as though under the language it was de- 
signed for the field to which it would have the most ready application 
at least in the field of manufacture, where small companies who did 
not have the ability, you might say, to go in the open market for ade- 
quate raw materials individually, could, by organizing another com- 
pany of which they were the full owners m: ike that company eligible 
for a loan from the Small Business Administration in multiples « ofa 
maximum of 250,000 times the number of companies involved in pool- 
ing operations, "And the purpose is basically that of acquiring raw 
materials for the parent companies of the subsidiary which they fully 
own. 

Well, now, if that is the basic framework of the intent of Congress 
in that ‘amendment of Small Business Administration Act, then com- 
panies getting together fully and fully owning a separate corporation 
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which would have only the function of providing the services, would 
not be eligible and, furthermore, those services would, in no sense, be 
public services nor have the flexibility necessary for the marketing 
facility, if that were true, wouldn’t you think ? 

Mr. Betiamy. Well, I cannot answer the question technically, Mr. 
McIntire. But, those of us who have discussed it, believe that there 
is a good possibility that such a loan could be worked out through 
them. 

Mr. McIntire. Those of you who have discussed it—-have you spe- 
cifically gone into the language and precedents established on loans 
already made? 

Mr. Betiamy. No. 

Mr. McIntiee. Are you familiar with the loans that have been made 
now under pooling operations ? 

Mr. Bettamy. No, sir, I have not. 

Mr. McIntire. I can assure you it is, I know of one 
know whether it is 2 or 3, or what ? 

Mr. Bretuamy. No, sir, I could not give you the number of loans 
made under the pooling operation. 

Mr. McIntire. It is my understanding from your statement here 
that the long-term insured-lending program for refinancing of farm- 
ers’ indebtedness under the Farmers’ Home Administration would not 
meet the criterion laid down here by your statement, would it? 

Mr. Betuamy. No, sir, only in time of emergency. 

Mr. McIntire. I am sure you are familiar with the Farmers Home 
Lending Association in Arkansas, and you are also familiar with the 
fact our administration does not lend until other creditors have indi- 
cated they willnotlend? Isthat right? 

Mr. Betiamy. Right. 

Mr. McIntime. Is that the type of emergencies you are speak- 
ing of ? 

Mr. Betiamy. No, sir, I would say “No.” 

Mr. McIntire. Thank you. 

The CHarMan. Mr. Bass. 

Mr. Bass. Mr, Bellamy, first of all, I want to agree with the chair- 
man that your statement is sort of a broad indictment of all the 
agencies we have set up for servicing the people throughout the 
country. 

Are you a National or State bank? 

Mr. Betitamy. National bank. 

Mr. Bass. National bank ? 

Mr. Betiamy. Yes. 

Mr. Bass. Now, if you disagree with all of these things. and you are 
violently opposed to the National Government having any interest in 
private investors, why would you want to be a national bank? 

Mr. Betiamy. I have been in a national bank all of my life. 

Mr. Bass. You just sort of inherited one, then ? 

Mr. Betitamy. That is correct. 

Mr. Bass. What percent of your assets does your bank invest in 
Government securities ? 

Mr, Betiamy. Oh, 35 to 40 percent. 

Mr. Bass. Do you think that is a proper function for a bank to do, 
to derive a greater part of their income from Federal Government 
income / 





you do not 
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Mr. Betiamy. Well, in the banking structure, that is one of the 
prime—— 

Mr. Bass. That is part of the structure, is it not ! 

Mr. Betiamy. Yes. 

Mr. Bass. We think that part of the structure of the Federal Gov- 
ernment is to provide facility for the farmers to properly market their 
merchandise. We think that is as much of a facility of the Federal 
Government as it is to provide the bankers and provide them with the 
great part of this income. 

You being a man in finance and banking, I would like you to tell 
me what field and areas today you, as a banker and the National 
Bankers Association, believe inflation exists in. 

Mr. Betiamy. Well, of course, inflation goes back to supply and 
demand. 

Mr. Bass. I know, but where do we have inflation? I studied eco- 
nomics, too, and I know where it comes from. You mentioned this 
inflation and adding to it, where do we have inflation today # 

‘ Mr. Betiamy. I do not know that I exactly understand your ques- 
tion. 

Mr. Bass. The question is very simple: Where, in America today 
does inflation exist ? 

Mr. Betiamy. I would say generally, all over. 

Mr. Bass. Well, I do not know, it does not exist with the farmers. 
There is no inflation with the farmers today. Their income is down. 
Their expenses are up. They are having a hard time. It does not exist 
with builders. They say they cannot get the money to build with. 
Many builders today are out of business and they are telling us that 
we have to increase the interest rate on loans so you bankers will loosen 
up with some of your cash that you are saying you cannot provide 
unless we increase the interest rate. 

Now, sir, I would like to know where the inflation is: 

Mr. Betiamy. It still goes back to supply and demand. 

Mr. Bass. I know where it comes from, but I want to know where 
it exists. 

Mr. Betiamy. I think overall. In the case of building ——— 

Mr. Bass. That is what we have been hearing, that overall there 
is inflation somewhere but nobody has been able to point it out. Why, 
they tell us to increase the interest rate so the investors get more out 
of their money. What kind of dividends does your bank pay ¢ 

Mr. Betxtamy. Eight percent. 

Mr. Bass. That is pretty good. 

Mr. Betiamy. Yes. 

Mr. Bass. That is all I have. 

Mr. THompson. Mr. Chairman, I might say to the witness, I respect 
the opinion he has given very much. I would like to get straight in 
my mind, however, exactly where you stand on these matters of Gov- 
ernment participation in the investment field. Am I correct that you 
do not object that some organization of the Government already in 
existence, should make the loans to these facilities? 

Mr. Betiamy. I think some that are already on the books are per- 
forming a function that we are in agreement with. But, any time a 
subsidy—which I think is a form of subsidy in this particular loan— 
that favors a special group, and when you have a special group, of 
course it is at the expense of the taxpayers. 
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. vem THompson. Do you have Government funds on deposit in your 
an 

Mr. Betiamy. Just a small amount. 

Mr. TxHompson. You realize here there are about 9 billion, the last 
time I heard, on deposit throughout the country. 

Mr. Betiamy. I know there isa great amount. 

Mr. THompson. And not 1 cent is paid in interest for those deposits. 

Mr. Bettamy. That is correct. 

Mr. THomeson. That is sometimes called bankers’ subsidy, it is a 
very unkind term, but it is called that sometimes. That is not objec- 
tionable to you ? 

Mr. Betxamy. Well, we do not have but just a little bit, Mr. Thomp- 
son. 

Mr. THomrson. Well, your colleagues have it to the extent of $9 
billion and because the Government would not draw any out of the 
banks some years ago, we were asked to raise the debt limit to tide us 
over a period of strain. How do you feel about the Federal highway 
program, for yourself, and for the Bankers Association? Do you know 
what their position is? 

Mr. Betiamy. I have not discussed that with them; no. 

Mr. Tuompson. Do you feel it had to be done or should have been 
done? 

Mr. Betiamy. I am really not in a position to say, Mr. Thompson. 

Mr. Tuompson. Well, in your testimony, if you forgive the sugges- 
tion, it looks as though you are opopsed to what we are trying to do 
to help the combination of the farmer and the consumer. This is one 
of the few bills we have which work both ways. 

If it is successful, the farmer will get his products marketed more 
readily and the consumer will have to pay Sak money. I certainly 
hope the association will give it some more thought, and perhaps, if 
they will visit some of the markets that members of the committee have 
visited, they will feel there is an emergency. 

The CHarrman. Mr. Anfuso. 

Mr. Anruso. Mr. Bellamy, are you acquainted with the abominable 
condition of these marketing areas in the greater cities? Have you 
visited any of these places?) Have you seen the pictures which have 
been passed around here of the conditions which exist in some of our 
great cities? 

Mr. Bettamy. No; I have not visited them. 

Mr. Anruso. Haven’t seen them ? 

Mr. Betitamy. No, sir. 

Mr. Anruso. And you have not seen the actual bad conditions which 
exist there; have you ? 

Mr. Betiamy. No. 

Mr. Anruso. Let me ask you this: Suppose small-business people 
which usually operate these markets, do not have the means to finance 
either the marketing facilities, nor the means to obtain the necessar 
financing from the Small Business Administration as you suggested, 
do you still believe it is wrong for the Government to step in and help 
both the farmer and the consuming public by legislation such as is 
proposed here, to assist the municipalities where these markets exist, 
to bring about the necessary changes which could not be brought about 
otherwise ? 

Mr. Betxtamy. Well, I think it is a local community obligation. 
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Mr. Anruso. Well, I disagree with you. I think farming products 
are shipped in interstate commerce, isn’t that correct ? 

Mr. Bextamy. Yes. 

Mr. Anruso. They come from all parts of the United States. The 
reach a marketing area in New York City, let us say. Don’t you thin 
the consuming public in New York City is entitled to get those prod- 
ucts at the cheapest price possible ? 

Mr. Betiamy. Well, it would be advantageous for the public to have 
the cheap prices but I still say that it is an obligation on the local 
community to provide these facilities. 

Mr. Anruso. Well, assuming that the cities cannot do it? After 
all, a municipality is a part of government. Assuming that a munici- 
pality cannot doit? Don’t you think it is the function of Government 
to help both the farmers who deal in interstate commerce and the con- 
suming public? 

Mr. Bettamy. Well, I would say if the municipality cannot do it, in 
all probability it would be an unsound project. 

Mr. Anruso. The municipalities today can hardly meet their bud- 
gets. You know that, and they are all practicing economy and pay- 
ing all kinds of interest rates on bonds, and so forth, and they cannot 
undertake projects of this kind which I think belong in the interstate 
field. I think that what the consumer buys, products which come from 
all over the United States, is something which should concern the 
Government. The price which the farmer gets for products which are 
produced in Mississippi and finally lands in New York City, is a matter 
of interest to the Government also. 

I think the Government has a perfect right to step in where other 
facilities cannot doit. That is all we are trying to do here, 

The Cnuarrman,. Mr. Tewes. 

Mr, Tewes. Mr. Bellamy, the fact that things are rough in these 
marketplaces, does not necessarily mean that the Federal Government 
has to do the improving. Asa matter of fact, we had some testimony 
here that in Philadelphia new construction has been done by private 
capital and I think in the chairman’s own town it was done by private 
capital. So the fact that the situation is bad, does not necessarily 
mean we need this legislation, does it ? 

Mr. Bextxiamy. Correct. 

Mr. Trewes. Now, with regard to the questions that Mr. Bass di- 
rected to you: He said he had studied economies, but he asked you if 
there was inflation on the farm. Wasn’t he sort of confusing the 
words prosperity and inflation? It is true that interest rates have 
gone up in the bank because of inflation and the farmer has to pay more 
so there is inflation on the farm ? 

Mr. Betxiamy. Possibly. 

Mr. Tewers. Thank you. That isall. 

The Cuarrman. Well, you said increased interest rate was prompted 
by inflation. I thought inflation existed when you had an abundance 
of money, rather than a shortage. 

Mr. Bass. That is what I always thought. 

The Cuarrman. The banks do not have the money to lend that they 
used to have. 

Mr. Bettamy. That is correct. 
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The Cuatrman. You used the word “subsidy” in connection with 
the discussion of this bill. I want you to point out tome wherein there 
is any subsidy involved in this program. 

Mr. Bettamy. Well, a $25 million insurance fund set up or one- 
fourth of the amount permitted on an overall lending total, I would 
think would be the—— 

The Cuairman. The loans are to be amortized over a long period 
of years and are supposed to be self-liquidating, and if it is amortized 
over a period of years and is self-liquidating where could there be 
any subsidy ? 

Mr. Brtiamy. Is there any assurance this fund will be repaid? 

The CHatrman. The loans made by the agency will be repaid, and 
it is conceivable if the operations are of such magnitude as we have 
been talking about—it is conceivable the Government capital will be 
retired. You mention subsidy. I have here a study made by our staff. 

You say that it is all right apparently if these agencies that are now 
in existence want to make these loans, Federal] Housing and the other 
agencies—Small Business and Bankers Cooperatives. You are not 
advocating a repeal of those agencies ? 

Mr. Betuamy. Not in this statement. 

The CnuatrmMan. You are in favor of repeal? 

Mr. Bretiamy. I would say my personal opinion is the sooner we 
could repeal them, the better it would be. 

The Caamman. Do you know any bank in America that would make 
the type of loan contemplated by this legislation? Do you know any 
group of banks or insurance companies or group of insurance com- 
panies that would make these loans, under this bill / 

Mr. Beiitamy. No. 

The CHarrmMan. Do you know of any bank in America that has 
made a similar loan / 

Mr. Bettamy. On marketing facilities? 

The Cuatrman. To enable marketing authorities and municipalities 
to build marketing facilities ? 

Mr. Betitamy. Only just what I have heard in the testimony that 
several marketing facilities have been financed privately. 

The CHarmman. Not through banks. You do not make any 10-year 
loans ¢ 

Mr. Betiamy. Ten-year loans? Yes; we make 10-year loans. 

‘The Cuarrman. Through your trust department ? 

Mr. Betiamy. No, sir; through our commercial department. 

The Cuatrman. What is the longest loan you make in commercial 
banking activities? 

Mr. Bettamy. A direct loan—10 years is the longest. We have a 
few under the new act—I think we have one that runs 15 years, That 
is a real-estate loan. 

The Cuairman. A real-estate loan running for 15 years? 

Mr. Betiamy. Yes, sir. 

The Cuairman. At what interest rate? 

Mr. Betiamy. Five and a half—5 percent. 

The Cuarrman. Well, what kind of real-estate loan is it? Is ita 
loan to finance a subdivision ¢ 

Mr. Bettamy. Residental. 

The Cuarrman. A residential loan ¢ 
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Mr. Betiamy. Yes, sir. 

The Cuarrman. Runs for 15 years at 514 interest rate. Guaran- 
teed by the Government ? 

Mr. Bretxamy. No, sir. 

The Cuarrman, It is not an FHA guaranteed loan? 

Mr. Betxamy. No, sir. 

The Cuarrman. Not guaranteed by any agency of the Government ? 

Mr. Betiamy. No, sir. 

The Cuamman. You have only one of them? 

Mr. Betuamy. That is the only one that I can recall of 15 years. 

The Cuarrman. Was that made through the bank to an officer of the 
bank, or somebody connected with the bank, or an ordinary customer 
of the bank ? 

Mr. Bettamy. It is made under an overall loan policy. 

The CHarrman. I am not questioning your sincerity, but I am 
curious to know who instructed you and who authorized you, Mr. Bel- 
lamy, to speak on behalf of the American Bankers Association. 


STATEMENT OF J. U. BROTT, AMERICAN BANKERS ASSOCIATION 


Mr. Brorr. I am Mr. Brott. Mr. Chairman, may I make a state- 
ment ¢ 

The Cuatrman. Surely. 

Mr. Brorr. Mr. Bellamy is not familiar with the approval given 
in this matter. Lam. There was a meeting of the Subcommittee on 
Agricultural Credit of the Committee on Federal Legislation of our 
Association last week, which considered these bills. We had pre- 
viously filed statements in connection with the previous legislation 
that was before this committee in 1950 and again in 1955. 

This statement is in substance similar to those statements. I do 
not know as we mentioned the Housing and Home Finance *Agency 
or the Small Business Administration in our previous statement. We 
did mention the bank for cooperatives as providing facility loans. 

Now, we have never opposed the Federal Housing Administration. 
We have, however, opposed certain of the activities of the Housing 
and Home Finance Agency where we thought, as here, that they could 
be handled properly by local or State groups rather than by the Fed- 
eral Government, 

The CuarrMan. Well, do you know of any groups? 

Mr. Brorr. With respect to the bank for cooperatives or production 
credit associations, we have always recognized the right of farmers to 
form their own cooperatives but we have opposed the retention of Gov- 
ernment capital without paying interest, or retiring it as rapidly as 
possible and, of course, legislation has been passed providing for the 
retirement of capital. ; het 

The Cuarrman. Do you know of any group or financing agencies in 
America that could have undertaken and would have undertaken a 
program of the magnitude of the Federal Housing Administration ? 

Mr. Brorr. Any other agency of the Federal Government? 

The Cuatrman. I said any group or private lending agencies that 
could or would have undertaken a program of the magnitude of the 
Federal Housing Administration ? 

Mr. Brorr. No. 

The Cxarrman. Do you know of any group of bankers that would 
have financed the Rural Electrification Administration ? 
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Mr. Brorr. No, sir. These are not the type of loans banks can 
make, They are long-term capital loans. 

The Cuarrman. All right, then. If we take Mr. Bellamy’s state- 
ment and his basic objection to the activity of the Federal Govern- 
ment in the field of credit, we would not have had the REA, we would 
not have had the FHA. 

Mr. Brorr. The FHA was set up as a mutual insurance program. 
Our position has been that we feel, except in the case of dire emer- 
gency, Government guaranty programs are not appropriate. __ 

The Cuarrman. Allright. I do not think any member of this com- 
mittee would want the Federal Government to go into any field of 
credit if that credit could have been provided by private industry. 

That is my position, and I do not think any man on the committee 
wants to have that done. 

Here we have an actual situation that all of us admit is deplorable 
and we all admit the private lending agencies have not done anything 
about it except in very, very rare instances. 

Do you know of any bank that would make a loan, a long-term loan 
to build a marketing facility ? 

Mr. Brorr. Not a 40-year loan. 

The CuarrMan. Ora 30-year loan? 

Mr. Brorr. No. 

The CHarmrman. Now, you have advocated in substance, Mr. Bel- 
lamy, if this is to be done, it should be turned over to one of the agencies 
now in existence. How do you think the Federal Housing Adminis- 
tration, or the bank cooperatives or the Small Business Administra- 
tion could possibly be better prepared to pass upon the soundness of 
the financial problems such as contemplated by this legislation than 
the Bureau of Markets which has been in existence for many years, 
with experts in the field of marketing facilities. This bill requires the 
approval of the Secretary of Agriculture before any money can be 
provided ? 

You don’t think they would be better prepared than the Bureau of 
Marketing and the Department of Agriculture, do you ? 

Mr. Betnamy. Has there been any study as to whether they would 
be self-liquidating ? 

The Cuairman, Certainly. They are making them constantly. We 
have an official from the Department of Agriculture who will present 
these facts to the committee, and they will not finance the market until 
the Department of Agriculture is satisfied that it will be self- 
liquidating. 

The law requires that, it puts that responsibility on them. Have you 
read the bill? 

Mr. Betiamy. Yes. 

The CHarrMan. You have referred to H. R. 4504, but I assume the 
others are substantially the same. We list the eligibility requirement 
on page 13 of the bill: 


To be eligible for the benefits of this Act, a borrower must show to the 
satisfaction of the Secretary that the facility is needed and that the location, 
design, method of financing, method of operation, and such other requirements 
as the Secretary may determine necessary to effectuate the purposes of this 
Act, will be met, including the following: 

(a) That the market facility will reduce the cost of distribution of perishable 
agricultural commodities and handle a sufficient yolume of business to enable 
the loan to be amortized within the period specified at the time the loan is made. 
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(b) That the market will be so located and designed as to make possible the 
direct loading and unloading of rail and truck receipts into or from the buildings 
of handlers receiving substantial quantities of perishable agricultural commod- 
ities by such methods of transportation, and that no restrictions will be imposed 
which will present access to the facility of supplies handled by any rail or truck 
transportation company. 

Now, could you suggest any other eligibility requirements that are 
not already provided in the bill? 

Mr. Berxiamy. I have no suggestion, Mr. Chairman. 

The Cuatrman. Well, do you know of any agency, private or public, 
better equipped than the Bureau of Markets to pass on the advisability 
and soundness of a loan for this program ? 

Mr. Bretitamy. Many private corporations are capable of passing 
on it. 

The Crareman, Well, give me one corporation. 

Mr. Betxiamy. I mean, lending agencies. I would say any large 
lending agency set up could say whether it would be a sound project. 

The Cuatrman. Do you think your bank in Arkansas would be 
capable of passing on the agriculture marketing facilities ? 

Mr. Betiamy. If it was built in Pine Bluff, it would. 

The Cuatmrman. You would send out your appraisers to view it. 

Mr. Bettamy. I think that comparing the size of the operation 
with the size of the bank we could say whether it was a sound project. 

The Cuarrman. Where would you obtain your information as to the 
volume of business transacted in the market ? 

Mr. Betnamy. We would make a survey. 

The Cuarrman. This committee put the Marketing Bureau up in 
business. We not only authorized them, but we directed them, to make 
surveys and they have made surveys and they made reports, minute 
detailed reports actually showing the estimated savings to the com- 
munity. 

I do not know any banking organization in America that is equipped 
© do the job as well as the Department of Agriculture is equipped to 

O it. 

Mr. Betxamy. I thought you were referring to whether it could be 
passed on. I am sure, if an application were made in one of the larger 
cities, that that bank would refer it to the appropriate agency to get 
enough information to say whether or not it was a sound project before 
they approved the loan. Maybe I misunderstood the first question. 

The ‘HAIRMAN. Well, you do have money right now invested in 
Government guaranteed securities, do you not ? 

Mr. Bretiamy. Yes, sir. 

The Cuarrman. In the field of public housing, private housing? 

Mr. Bettamy. Only FHA loans. 

The Cuatrman. You were glad to get those, weren’t you ? 

Mr. Betiamy. At times we made investments in them. 

The CHartrman. How about Veterans’ Administration loans for 
housing ? 

Mr, Bettamy. We only have a few of those. 

The CuamrmMan. Well, you consider it a very sound investment, do 
you not? 

Mr. Betitamy. Properly made on each individual case, we look at 
it 





The Cuarrman. Does your credit committee review the loan in de- 
tail after it has had FHA approval ? 
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Mr. BetLamy. No, sir, we review it beforehand. If we do not think 
it will liquidate, we are not going to lean on the FHA just because 
it is insured. If we think it is an impossible situation, we are not 
going into it. 

The CuamMan. Do you know if the FHA has made any impossible 
loans ? 

Mr. Betuamy. No. 

The Cnarrman. They have operated successfully so far in Arkansas, 
haven’t they ? 

Mr. Betuamy. Yes, sir. 

The Cuatrman. Allright. I thank you very much. 

Mr. Bettamy. Thank you, gentlemen. 

The CHatrman. Now, is there anyone here in an urgent situation 
who has to leave? If not, we will call Mr. James Graham and Mr. 
James Trotter of Raleigh. They came here at my request, to discuss 
some of their own problems and to exhibit some pictures to the mem- 
bers of the committee of marketing facility that we have in Raleigh. I 
will ask Mr. Graham a few questions, either you or Mr. Trotter may 
answer them. 

Gentlemen of the committee, this is Mr. James Graham who is the 
manager of the Raleigh Farmers Market and Mr. James Trotter, of 
Raleigh. 

Mr. Graham, could you tell us something about how the Farmers 
Market at Raleigh, N. C. was built? 


STATEMENT OF JAMES GRAHAM, MANAGER, RALEIGH FARMERS 
MARKET, ACCOMPANIED BY JAMES TROTTER, RALEIGH, N. C. 


Mr. Granam. Mr. Chairman and gentlemen of the committee, the 
marketing facility now existing in Raleigh was constructed and built 
by private funds with a loan from a building and loan firm and with 
private capital and personal moneys. 

The project has been successful in a year and a half of operation 
but in order to render the type of service that we think is needed and to 
continue the work that we are attempting to do, long-range financing 
is becoming very apparent. 

The CuHarrMan. The market in Raleigh was built and designed with 
the aid and assistance of the offices or representatives of the United 
States Department of Agriculture / 

Mr. GraHam. Yes, sir. 

The Cuatrman. It was built in very modern style and fashion ? 

Mr. Granam. Yes, this market is dedicated and built primarily for 
the very thing that you are talking about right here in this bill. 

Let me say this, that this market came about by a need that was 
recognized and discussed by innumerable people. It was discussed by 
the college people, by our Department of Agriculture, by chambers 
of commerce, and by municipalities, by the county and by the State, 
but after 5 years of discussion there was not anything done. There was 
not any movement made in order to start the actual construction and 
due to the vision and interest and, let me say, intestinal fortitude of a 
very prominent Raleigh citizen in this thing, and some people in- 
terested in the food distribution, they prevailed on J. W. York and 
his associates to build this farmers market, at the same time going 
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along with the recommendations as prescribed by the Department of 
Agriculture. 
he Raleigh Farmers Market is dedicated to the farmers of North 
Carolina in the produce industry of America for the purpose of cut- 
ting handling costs from the producer to the consumer. As these 
ictures have gone around, I am sure although they are not properly 
abeled, you can see some of the conditions that existed in the, old 
Raleigh City Market. 

We have found out by following these instructions, the plans set 
up by the Department of Agriculture, and laying out a well-planned 
market, we have found that we are able to cut down some expenses. 

The Cuairman. What about the waste, are you able to minimize the 
waste ? 

Mr. Granam. We are able to mmimize the waste, yes, sir, and if you 
will notice the back side of this market, we have a rear platform 
there 10 feet in width served by the railroad. 

The Cuarrman. Have you a big picture? Place it there, Mr. 
Trotter. 

Mr. Grauam. It eliminates the handling of this commodity. 

Gentlemen, I might say this right here is Raleigh, N. C. The city 
market was located right here in the heart of our town and if you have 
seen any of these pictures, you have seen the trucks as they were com- 
ing through the narrow streets and peddling on the streets, and after 
5 years of study, it was decided that we should have in that area a 
market. ; 

The Cuamman. Now, you do have a railroad to the rear of the 
market and a truck lane to the front of the market, is that correct ? 

Mr. Trorrer. Yes, sir. Right here is a market, that is the market 
itself. 

Mr. Granam. Here is the present location of the Raleigh Farmers 
Market. This is Highway U.S. No. 140. This isa railroad here. We 
have a es track that comes into the rear of the market right down 
through here, serves this side of the market. 

In other words, we have ample rail facilities and we have ample 
trucking facilities. U.S. 140 here links directly into the city. 

The Cuarrman. To bring out a point that Congressman Ford raised 
yesterday with reference to private ownership of property within the 
area, I would like vou to point out to the committee what private ac- 
tivities have been operated or opened up since this market was started. 

Mr. Granam. Mr. Chairman, this area right here, that is the prop- 
erty owned by the Raleigh Farmers Market. 

Now, this building right here is a large chainstore, wholesale serv- 
ice center. In other words, it is a food center, a food distribution cen- 
ter. Asa result of this, it goes hand in hand, this hand feeds this 
hand and this hand feeds this one. It is a necessary and very im- 
portant thing in this change we are having today in our food dis- 
tribution and changing agriculture, to have close correlation between 
our farmers markets, food distribution centers with these large chain- 
store warehouses. 

This is an A. & P. warehouse; this chainstore, Colonial Store, serves 
69 stores in this area, in North Carolina. The A, & P. right across the 
street here since the market was constructed; Swift & Co. has come in 
there and built a distributing center, and right across the road is a 
farm equipment and wholesale distribution center. 


| 
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Right at this present time there is another prominently recognized 
food processing agency interested in coming into that area. 

The point I would like to make and I think is very pertinent, Mr. 
Chairman, is this: That big companies such as Swift & Co. and A. & 
P., Colonial Stores, can construct this type of food distribution areas. 
But a farmer, small business people, and as you so aptly described, 
Mr. Anfuso, a while ago, the small operator, the dealer, the man that 
actually handles the produce, he cannot get that kind of capital or 
financial help that he needs to do this, to get set up and come into 
this kind of a farmers’ market. 

At this time I want to repeat myself, had it not been for the in- 
tegrity and courage of this gentleman to do this, Mr. J. W. York and 
his associates, we would not have this farmers’ market in this area. 

The Cuatrman. You do have the market and it is operating well 
and successfully. 

You pointed out your need to expand the area and you need addi- 
tional long-term financing ? 

Mr. Granam. Yes. 

The Carman. If this bill should be enacted, you believe that your 
marketing facility will meet all the requirements of the law? 

Mr. Granam. Yes, sir. 

The Caiman. That the sponsors will be eligible for the credit 
provided by this bill? 

Mr. Grauam. We would hope so. 

The Cuarrman. Now you do have, and I want you to comment on 
that, a place in the market for farmers to transact business? 

Mr. Granam. Yes, sir. 

The Cuarrman. They drive in with the trucks and unload on plat- 
forms and dispose of their produce right there in the market place? 

Mr. Granam. Yes, sir. Mr. Chairman, in that connection there 
is a great amount of lip talk and different descriptions given this day 
and time and a lot through the ear. We must do more for our farm 
people and small business people through the eye. And at this time 
I would like to extend to you, Mr. Chairman and the members of this 
committee, a very cordial invitation to come down to Raleigh and 
look over our faculty and see it and I think, when you see it and see 
how the market is planned and what it means, you will have a better 
understanding of what we are talking about. 

The Cuairman. In that connection I have suggested to the commit- 
tee that any member of the committee or any group that wanted to go 
down there, we would provide a way to get them there and back. I 
think they would be greatly impressed with the efficiency of that 
market operation. 

Mr. Granam. Thank you. 

Mr. Garuines. I want to say I enjoyed my visit down there last 
year and it was very thought-provoking to go through that facility. 
As I recall, you have about a 30-store building ¢ 

Mr. Granam. Yes, sir. Thirty units. 

Mr. Garuines. And the rent is reasonable in price ? 

Mr. Granam. Yes, sir. 

Mr. Garuines. You came into this area and as a result of establish- 
ing this farmers’ market at that very strategic location, a A. & P. and 
colonial and the distributorship for the farm implement and other big 
companies did follow suit, isthat right ? 


a 
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Mr. Granam. Yes, sir, and I might make this point, Mr. Gathings, 
that not particularly in this area but it goes to our whole area there, 
out to the other side of town another chain known as Bendix is build- 
ing a large facility who utilizes our market. That proves that the 
farmers’ market in any area helps the overall area. 

The Cuatrman. That market probably serves half of North Caro- 
lina. It is not for the city only but is for the farmers and merchants 
in the whole area ? 

Mr. Granam. That is right. 

The Cuatrman. Produce from all parts of the United States falls 
into that market. 

Mr. Granam. That is right. We have cantaloups from the west 
coast received yesterday. » i Tan from all over the country. 

The men tell me, those involved in the market, with our location, 
they are able to get it out and get it to the housewife sooner, and that 
is who we are vitally concerned with. 

We must give the housewife what she wants, not what we think she 
wants. 

This gentlemen over here made reference to the chainstores monop- 
olizing the thing. One of the reasons is because of the great cost that is 
added to any commodity by going through these outdated facilities. 

What we are trying to do here and what is the intent of the bill 
is to try to provide facilities well planned so you can expedite the move- 
ment of perishable commodities. 

We recognize how vital it is for the fresh commodities: to get to 
where they are destined to go. In other words, as you well know, 
the produce is very fluctuating in price and it is very vital to have 
facilities. 

You made reference to the market in New York. I have been 
there. It is terrible. You go on up to Philadelphia. But of course 
you find the same thing there. 

Right here we want to show to you what this market in Raleigh 
is doing. To go ahead with the question about what the farmers have. 

We have a farmers’ shed where the farmers can bring their produce 
into the market and have an opportunity to sell it, where it is pre- 
packaged and presented properly and gives him an opportunity to sell. 

The CuHamman. The farmer certainly is not the only man who prof- 
its by the operation of that market; is he? 

Mr. Granam. Oh, no, sir. 

The Cuarrman. The entire community and everything in it stands 
to profit by it. 

Mr.Granam. Yes, sir. 

The Cuatrman. Mr. Anfuso? 

Mr. Anruso. As a result of your operation you have not only reduced 
cost but you have improved the health of the community and pleased 
the housewife ; have you not ? 

Mr. Granam. Yes, sir. 

Mr. Watts. You say the market has been in operation about a year 
and a half? 

Mr. Granam. It was opened September 1955 and has been in opera- 
tion ever since. 

Mr. Watts. Are you utilizing all of your space? 

Mr. Granam. No. 

Mr. Watts. You have reached maximum operating efficiency ? 
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Mr. Granam. No, sir, and that is one of the points that I definitely 
want to leave with you. That is that we have recognized; that we 
must have additional services in order to do the job that needs doing. 
In other words, we consulted all of the authorities to build the kind 
of market we thought would do the job and we allowed ourselves 
space for expansion. Now, due to changes, we find we must add to 
the market and we must provide additional services, and we find, when 
you provide additional services, you have to have capital, and we are 
not in a position because we strained ourselves beyond 

Mr. Warts. You are not utilizing the entire facility you have con- 
structed ? 

Mr. Granam. Oh, yes, sir; all refrigeration space is fully utilized 
and all the space is rented and underneath the farmers’ shed is an open- 
air construction which is under rent at this time. 

Mr. Warts. These different rooms you have you rent those out to 
local people ? 

Mr. Granam. Yes; people who handle fresh produce. 

Mr. Warts. They pay you a monthly rent? 

Mr. Granam. Yes. 

Mr. Warts. What about the farmers’ trucks ? 

Mr. Granam. The only charge we make to the farmer is on a wheel 
basis. As he comes in to the gates he pays on the basis of how many 
wheels he has. If he has a pickup truck, he pays $0.75. If he has a 
6-wheel truck, he pays $1.50. 

Mr. Warts. Does he have to—can the farmer sell to the housewife 
or to people engaged 

Mr. Grawam. He can sell to anybody, sir. 

Mr. Warts. On the basis of your present operation, are you carry- 
ing your carrying charges at a reasonable amortization on the 
building ¢ 

Mr. Granam. We are attempting to do so. 

Mr. Warts. How is it working out? 

Mr. Granam. Well, at this stage 

Mr. Trorrer. Mr. Watts, let me comment. The loan that is on the 
premises, the short-term loan—because it is a short-term loan, the 
market is experiencing some difficulty although it is meeting its pay- 
ment and everything is current. It is difficult for it to do it. You 
might say the market is cash poor. 

Mr. Warrs. What is the length of your loan? 

Mr. Trorrer. Ten years. 

Mr. Warts. If your loan was 30 or 40 years, would you have any 
difficulty in meeting your operating cost plus your retirement? 

Mr. Trorrer. I do not think so. Asa matter of fact, we would love 
to have a 30-year loan. 

Mr. GraHam. I will put it in plain words: It would ease our pain. 

Mr. Warts. Is your financial operation such—if you had a 40-year 
loan, would you have any problem meeting the loan ? 

Mr. Grawam. Well, we are meeting the 10-year loan. 

The CuarrMan. You say it is rather burdensome for you to meet the 
10-year loan. 

Mr. Trorrer. It is worse than burdensome. We are straining to 
do it. 

Mr. GranamM. This isa very pertinent point, and I think, Mr. Watts, 
this will help clarify your question: In case we cannot see a little 
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better on down the road in some long-term financing, we are going 
to be forced to—— 

Mr, Warts. Do you raise a lot of vegetables in your community that 
are sold at this market ? 

Mr. Granam. There is considerable interest in vegetables and quite 
a bit grown there but not quite as much as we would anticipate and 


hope 

The CuarrMan. Well, there isa campaign now on to bring about and 
to increase production of fruits and v egetables in that area. 

Mr. Granam. Yes. 

Mr. Warrs. What has been the experience of the farmers? 

Mr. Granam. I do not get your question, 

Mr. Warts. The price they received since the new facilities have 
been installed in relation to the price they received for their produce 
under the old system / 

Mr. Granam. I have been out meeting with the farmers during the 

ast 3 or 4 weeks and I have asked them that question. All I can say 
is they say they are satisfied. We do not have an auction. We try to 
provide a market place for buyers and sellers to meet. If a man has ¢ 
good-quality product, he finds the market for it and the price that 
day. 

Mr. Warrs. Yes. Isee. 

_ Mr. Granam. Anybody can bring his produce in here and package 
it and sell it. New York has been referred to here as a distribution 
market. I think I am right on that. But this market is an assembly 
distribution market. I repeat, Mr. Chairman, this is a unique market 
of its kind. 

Mr. Warts. You would say the market has provided an outlet. for 
the commodities the farmers raise ? 

Mr. Granam. Yes, sir. 

Mr. Trorrer. Let me make a point there: Our people, as you know, 
are predominantly tobacco farmers. 

Mr. Warts. Soam I. 

Mr. Trorrer. And we are having a hard time switching them over. 
We have folks who will come in there and bring corn and they will 
pick it and just throw it in a sack and it is not in a marketable condi- 
tion. Jim is going through agonies trying to provide these people with 
facilities where they can bring their corn down there and have it 
graded and ready to go. Jim, tell them about the watermelon cam- 
paign. 

Mr. Warts. I have about asked all the questions I wanted to and 
I want to ask if the market results in the farmer receiving better prices 
for his product ? 

Mr. Trorrer. Yes: I do, and that is due to the fact the present 
change that has taken place over 5 percent of the food brought in in 
this Nation is bought by the chainstore people. Here we have r ight at 
our door the Colonial Store warehouse, the A. & P. and Winn-Dixie 
warehouse that can utilize this market. So there is where the market 
comes in. You say you are a tobacco farmer; from where? 

Mr. Warts. Kentucky. I know what you are going through with 
and the present conditions of buyers, and so on, but North Carolina 
has a lot of small farms and certainly vegetable production will blend 
in with their system of farming. 
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Mr, Grauam. This way we help. We do not know whether it is 
the answer or not but at this time it looks the best to us that we 
know how. 

We. are trying to put on a watermelon program—our market with 
the help of the Department of Agriculture—when you start selling 
watermelons you have got to have a place to sell them in volume. 

The Cuatrman. The Wachovia Bank, one of the big banking insti- 
tutions of the State, has put a branch out ‘there. 

Mr. Gravam. Yes. 

The Cuatrman. The First Citizens National Bank has put a bank 
out in that area? 

Mr. Granam. Yes. 

The Cnatrman. That would be some indication that at least the 
bankers think the project is a sound one? 

Mr. Granam. Yes. I was interested in the testimony of the Ameri- 
can Bankers Association representative. The Wachovia Bank & Trust 
Co. has recently put on an agriculture department and their repre- 
sentative is working very closely with us in trying to develop this 
market and we have made him a member of our advi isory committee 
to try to help us do a better job for the farmer. 

I might say this, that in connection with that, in addition to myself 
and Mr. Trotter, we are guided by an advisory committee to operate 
the market and they set up the policies, and we " ave the aid of the 
Commissioner of Agriculture of North Carolina, the dean of North 
Carolina State College, the county agent of our eee 2 farmers, 1 
from Johnson C ounty ‘and 1 from Wake County, and 1 representa- 
tive of the Raleigh Chamber of Commerce—they all are on the ad- 
visory committee. 

Mr. Krurcer. Now that you have such a wonderful market there 
and operating so successfully, why are you not in a position to pay off 
your obligations ? 

The CHamman. You have been operating only for a short time. 

Mr. Krurerr. You would not have to pay it all. 

The CuatrMan. He said they were meeting their payments. 

Mr. Trorrer. We would have obtained a longer term loan if we 
could get it. 

Mr. Krurcer. How long a term do you have? 

Mr. Trorrer. Ten years, I think. We got it through a local build- 
ing and loan company. 

The Cuairman. What you actually need is the financing provided 
by a bill like this? 

Mr. Trorrer. Exactly. 

The Cuamman. In other words, you could meet the payments 
easier ? 

Mr. Krurcer. Where would you put a market like that in New York 
City ? 

The CiramrMan. The location has been selected. The market is — 
in the old part of town, the most congested area in the city. Yousa 
the picture yesterday, how they have to handle it. 

Mr. Krureer. I think it is dreadful. 

The Cuarrman. Y * indeed. 

Mr. McIntire. Mr, Chairman, may I say I visited this market and 
I am tremendously impressed with the job that has been done there. I 
can see basically what needs to be done in many other cities. 
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What is the present investment in this market on the basis of what 
facility you have now? 

Mr. Granam. $700,000. 

Mr. McIntire. How much of that is involved in this long-term loan 
or 10-year loan ? 

Mr. Granam. $400,000. 

Mr. McIntire. The $300,000 came from what source ? 

Mr. Granam. Private capital. 

Mr. McIntree. Is that a loan, too? 

Mr. Trorrer. No. Wait a minute. 

Mr. Jounson. That is stock, I suppose. 

Mr. Trotter. I am not sure I can completely answer that. I think 
it is probably in the form of both but I would not like to take a posi- 
tive stand, make a firm statement. 

The Cuarrman. It points out what the gentleman said. Mr. Graham 
said that they could not have had the market without the foresight and 
courage of Mr. York. 

Mr. Trorrer. We could not go out and sell a stock subscription, if 
that is what is in your mind. 

They tried to get the municipality, the chamber of commerce, to 
sponsor it and they would not do it. They tried to get several organi- 
zations to do it and they would not do it. 

Finally Mr. York took the dice and gambled. They just went ahead 
and did it. 

Mr. McInrime. There is an area of risk capital. 

Mr. Trorrer. $300,000. 

Mr. McIntire. Now, you are meeting the terms, but on the basis 
of $400,000 and not on the basis of the $300,000 equity, right? 

Mr. Granam. May I inject this to clarify that statement by Mr. 
Trotter? The reason that this private capital was interested in it: 
Now the chamber of commerce was not able to finance it, they were 
interested and did sponsor it. I am a member of the agricultural com- 
mittee of the Chamber of Commerce in Raleigh, which is very vitally 
interested and the Raleigh Kiwanis Club was interested. Mr. York 
would never have undertaken this if it were not presented to him as 
a great need by all the civic people in the area there. 

I just work for him, wad ¥ am not familiar with all the financial 
aspects but I know he has had to strain a lot, and where he got the 
capital, I do not know. 

r. McInrme. What I was interested in was to know what financial 
load you are carrying at present out of your operating income of this 
facility, whether you are carrying the $400,000 loan and find that a 
rather tight situation. 

Mr. Trorrer. Yes, it is basically the $400,000. 

Mr. McInrrme. What a volume of produce moving through your 
market is handled on a commission basis? I mean, the regular com- 
mission merchant, the middleman so to speak, in contrast to the volume 
ie is being brought in by farmers and sold by them over the 

oor? 

Mr. Trorrer. There is no commission merchant, no commission 
charge by the market. The wholesale merchants that do the business 
within the market pay a flat rental. 

The farmer who brings his produce in can sell to them or to differ- 
ent outlets. 
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The wholesale people are handling 75 or 80 percent of the volume 
that comes in. It is transported in from other areas of the country. 

Mr. McInvtre. But three quarters of the volume is coming in from 
other points of assembly and coming in for transfer and sale rather 
than from the local agriculture for assembly and market within that 
facility ? 

Mr. Granam. Yes, but as that increases, we recognize we must have 
additional services to render to this farmer because of the smallness of 
the volume, you see. And in order for the farmer, for us to do a better 
service to the farmer, we have to have ample grading facilities, other 
sheds so we can process his product, as he comes in with it. And once 
we ever get that, it is hard to tell, it is hard to estimate what the 
volume would be. 

Mr. McIntire. These services you mention are the same services 
that are provided at shipping points for other quantities or supplies 
coming into the market ? 

Mr. Granam. Yes. You see, this is the only market of its kind in 
North Carolina, the only market of its kind between Baltimore and 
South Carolina. Now you take 2 years ago, carrots were sold with 
tops on them, but now they come to you and your wife in a cellophane 
bag. Radishes are coming in in a cellophane bag of the same type; 
spring onions are put up in these bags. We have to have some way to 
present the farmers with these types of services. 

The CuarrmMan. You say if you can’t get some help, you are going to 
have to abandon the farmers’ part. of the market? 

Mr. Granam. Yes, sir. 

The Cuamman. You want to expand and provide better facilities 
for the farmers? 

Mr. Grauam. Yes, that is why I am here. 

Mr. Anrvuso. Mr. Chairman, may I ask Mr. Graham this question: 
Nobody is going to lose any money in that project, are they? None of 
these investors of either the $300,000 or the $400,000 are going to lose 
any money? Their investment is perfectly safe, is it not? 

Mr. Granam. We hope they do not lose any money. It is hard to 
say, as you know, you get any business started and you have an open- 
ing and all and you go through a period of time there. You see, we 
are just a year and a half away from our initial start. It is hard for 
me to answer that. question, although I would like to be able to answer 
it. 

We are determined to do something about it so that they will not 
lose any of their money. 

The Cuatrman. The banks evidently thought you were going to be 
successful and so did these chainstores or they would not have put 
those expensive buildings there. 

Everything seems to encourage me to believe it will be successful. 
The only thing is, you are going through the pains of developing the 
market and as it grows in volume, naturally your burdens, financial 
burdens, will become lighter. 

Mr. Granam. Yes, sir. If we could extend the length for our bor- 
rowing capital, sir, that would make it easier all the way around. 

Mr. Anrvuso. What I am trying to bring out is that these people 
showed enough vision in making this investment in the public interest. 

Mr. Granam. Yes, 
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Mr. Anruso. They were really performing a public function and 
they had the vision to do it, and I think the Government. should co- 
operate more fully now in expanding the project in the public interest, 
is not that so? 

Mr. Granam. Yes. 

Mr. Anrvuso. Wouldn’t you say by having good markets all over the 
country we would increase consumption of food products? 

Mr. Granam. Yes. 

Mr. Anruso. And it would help the health conditions by getting 
better food cheaper. 

Mr. Granam. Yes. 

Mr. Anruso. I do not see how it could do anybody any harm. 

Mr. Jounson. I visited your market a year ago with the committee. 
I was very impressed by it. Where your farmers bring in their com- 
modities there fore sale, you have the different commission merchants 
bidding on the farm produce as well as the chainstores that are there. 
It is not a closed market—do your prices vary from day to day, is there 
competition in the bidding? 

r.GraHam, Yes, there is competition in the bidding, Mr. Johnson. 
When a farmer comes in there, he has 4 or 5 different units to sell in 
addition to that wholesale merchant there, he has the chainstore buyer 
which they tell us once we get a volume through there of acceptable 
merchandise, they will shop the market. If you get the wholesale 
merchants, the chainstore buyer, the restaurant trade, the housewife 
and itinerant truckers, that will give the farmer a pretty fair shake 
when he brings his produce into the market. 

Mr. Jonnson. I was noticing the chainstores in some of the southern 
cities put up markets of theirown. And ina market like that, it would 
seem whatever the chainstore wanted to pay that particular day would 
be the price, but in your particular market, you have free enterprise 
which we are all so much in favor of. 

Mr. Grauam. I am glad since you were there, I think you can 
understand what I mean. You are familiar with the farmers’ shed 
that you saw. 

Mr. Jounson. The bad thing about it was the time we were there 
there was not any farmer, no farmers there with produce. It was 
the wrong time of the year. 

Mr. Granam. Yes, the point I am trying to make is that we have 
got to add additional services to that facility for the farmer to proc- 
ess, package, prepackage his produce. Over three-fifths of the pro- 
duce today is prepackaged. We have to get it in a prepackage con- 
dition so the wholesale merchant can handle it. 

Mr. Jounson. What I thought—I noticed the various wholesalers 
were doing a certain amount of processing in their own plants. I do 
not know where the products had come from. 

Mr. Granam. We have a tomato repackaging firm there, and you 
have a picture of that, and they package tomatoes at all seasons of 
the year. 

Starts at California, Texas, Mississippi, comes on up through Flor- 
ida, Georgia, South Carolina, North Carolina, up through Vi irginia 
and the Eastern Shore of Mar yland. 

The Cuatrrman. Thank you very much. Mr. Trotter, do you want 
to add anything else to what has been said ? 

Mr. Trorrer. No, thank you, Mr. Chairman. 
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The CHatrman. I want to put in the record a statement by Mr. 
James G. Patton, president of the National Farmers Union, and a 
letter from Kenneth Cribb, of Spartanburg, S. C. 

Without objection, they will be put in the record. 

(The statement of Mr. Patton and the letter of Mr. Cribb follow :) 


STATEMENT OF JAMES G. PATTON, PRESIDENT, NATIONAL FARMERS UNION 


Mr. Chairman and members of the committee, we want to commend Congress- 
man Cooley for his continued efforts to have enacted by the Congress his bill, 
H. R. 4504. We want also to commend Congressman Anfuso for joining Mr. 
Cooley in its sponsorship, and the members of the committee who have supported 
these bills. Such support and the joint effort of Congressmen Cooley and Anfuso 
is oa of the values which will accrue to farm families and city consum- 
ers alike. 

This proposed marketing facilities improvement program will raise farmers’ 
prices and incomes and insure lower prices to ocnsumers for perishable farm 
commodities of higher quality, without reducing the income or profits of anyone. 
This apparent magic results from the use of research and credit to eliminate 
waste, reduce inefficiency and lower marketing costs between the prices received 
by farmers, and those paid by consumers. 

In our thinking, Mr. Chairman, the public record is sufficiently adequate to 
show the urgent need for your bill. Evidence to this fact, is the bringing of your 
bill to the House floor last year. It is unfortunate that this important legisla- 
tion was not debated and acted upon in accordance with the rule approved by 
the House last year. If the House had acted, we are sure that the vote would 
have been favorable. We sincerely hope that this bill will be brought to the 
House floor and passed as early as possible this legislative year. 

There is little reason for our testimony to be lengthy in view of the history of 
support from members of this committee and the Congress. However, I shall 
set down briefly the reasons why the members of National Farmers Union have 
supported the measure since it was first introduced. 

The reasons why we favor enactment of this bill are strongly and adequately 
set forth in the declaration of policy in the bill itself. There are many cities 
that are greatly in need of modern terminal marketing facilities. The major 
roadblock to meeting this need is that resulting from the reluctance of potential 
creditors to take the unfamiliar risks involved, either to modernize existing facil- 
ities or to finance the new facilities which are required in most instances to fully 
rehabiiltate market facilities. 

It is our belief that many cities now unable to act to modernize market 
facilities could and would act if adequate credit were made available at reason- 
able rates of interest. With adequate, low-cost credit possible through a program 
of Federal insured loans as would be possible under H. R. 4504, cities could 
undertake a complete project with firm assurance of attaining their objective— 
completely new and modern marketing facilities. 


KEEP INTEREST RATE LOW 


We want especially to point out Mr. Chairman, that paragraph 8 (c) (6) is 
essential to a successful market modernization program. “Hard money” rash 
is breaking out and the cure (mistakenly in our view) of the administration is 
to recommend and to proceed with interest-rate increases on loans, either made 
directly or insured by the Federal Government. We do not know of any desire 
on the part of anyone to raise the interest level in paragraph 8 (c) (6); how- 
ever, we just wanted to state clearly for the record our opposition to any in- 
crease in the interest rate set as a maximum in this paragraph. In this connec- 
tion, school construction bonds are being bid in at interest rates ranging from 
3.75 to slightly above 4 percent. Purchasers of school construction bonds are 
not as yet protected by a program of Federal insurance. Lenders of funds to 
construct modern marketing facilities would, on the other hand, be making loans 
under such a Federal program. Under the circumstances, we feel that the 4 
percent interest maximum should be retained in paragraph 8 (c) (6). 

The committee may wish to raise somewhat the $45,000 minimum investment 
required of the borrower. While we do not want the amount raised to the point 
that improvement would be discouraged, the investor, whether municipality, 
public corporation, or other political subdivision should be required to invest 
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sufficient money to insure top priority to planning, management, and promotion 
of the marketing facilities that would be constructed. 

Colorado, North Dakota, and Illinois farmers, who produce fruit or vege- 
tables, have a direct economic interest in the efficiency of the Chicago, New York, 
and Philadelphia produce markets that may receive the product of their work. 
They know that to leave to New York bankers the initiative of making loans for 
construction of modern terminal markets will mean little or no progress toward 
closing the gap between the outdated marketing facilities and the facilities needed 
to cut marketing costs, 

In closing, Mr. Chairman, I should like to point out that some recent studies 
have been made by the Department of Agriculture which highlight the rising cost 
of transportation and related costs. 

Some of the facts resulting from these studies show conclusively the need for 
more modern marketing facilities as a means of cutting handling and marketing 
coats. In miscellaneous publication No. 738, for example, reference is made on 
page 19 to a study in which it was found that “Traffic delays and waiting time 
at poorly organized markets increase the charges (marketing).” Reference is 
made to the exceptionally poor marketing facilities in New York City. 

In this same publication, reference is made to increasing marketing costs. 
The report states: 

“The total bill for farm-grown foods produced in this country and sold, within 
its own borders, at retail amounted to an estimated $46.3 billion in 1955 * * *. 
Of this sum $18.3 billion went to the farmer and the remaining $28 billion was 
absorbed in the marketing process. 

“**Marketing’ as used here, * * * includes the transportation and warehousing 
of these foods in every farm and their wholesaling and retailing. 

“The charge for transportation forms a substantial portion of the total spent 
for marketing, In 1955, the transportation bill for food was estimated at $3.70 
billion. * * * This figure comprised 13 percent of the marketing portion of the 
food bill. 

“If we * * * look at the years since the end of World War II, the increase in 
the transportation bill for food is even more striking. Between 1945 and 1955, 
the bill rose from $1.34 billion to $3.70 billion, 234 times as much. In the same 
period total food costs increased only 90 percent.” 

Mr. Chairman, there are other factors besides the cost of handling food at the 
terminal market which have influenced the increase in transportation costs. 
(For example, the railroads have been granted a number of general increases in 
the last 10 years. The most recent one took effect in March of 1956.) This is 
all the more reason, in our thinking, why we ought to pass your bill, the ob- 
jective of which is to attack this problem of increasing transportation and 
marketing costs at one point where something can be accomplished to help both 
farm families and consumers. 


Troy H. Crrr & Sons, INne.. 
Spartanburg, 8. C., March 18, 1957. 
Representative Harotp D,. Coo.ey, 
Chairnan of the House Committee on Agriculture, 
United States House of Representatives, Washington, D. C. 


Dear Mr. Coo.Ey: We understand that public hearings are being held on bills 
proposing to encourage the construction of modern wholesale produce markets 
through a program of insured mortgage loans administered by the Secretary of 
Agriculture. 

Mr. Troy H. Cribb, president of our firm, testified in favor of such a proposal 
in 1950. We still think that the bill would mean a great deal to the farmers 
of South Carolina. Although we cannot appear at your hearings, we want to tell 
you that all of the farmers that we represent as selling agents will be vitally 
interested in seeing such a bill enacted. 

We are advising South Carolina’s Senators and Representatives of our interest 
in the bill, and requesting that they do all that they can to help its passage. 

Call on us if we be of any help. 

Very truly yours, 


KENNETH CRIBB. 
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The CuairMan. May I ask, is Mr. Campbell here or Mr. Farr? 

Mr. Welsh, since it is past adjournment time and very few of the 
members are present, would you prefer to finish tomorrow ¢ 

Mr. Wetsu. Yes. 

The Caarrman. Mr. Mayer? 

Mr. Mayer. If I may, I have a very short statement. If I may, I 
should like to read it now. 

The Cuamman. Very well. 


STATEMENT OF ARNOLD MAYER, AMALGAMATED MEAT CUTTERS 
AND BUTCHER WORKMEN OF NORTH AMERICA, AFL-CIO 


Mr. Mayer. Mr. Chairman and gentlemen of the committee, my 
naine is Arnold Mayer. I am the public relations director and a 
Washington staff member of the Amalgamated Meat Cutters and 
Butchers Workmen of North America. 

The AMCBW is a labor union with 325,000 members, organized 
in more than 500 local unions throughout the United States and Can- 
ada. The AMCBW and its locals have contracts with thousands of 
employers in the meat, retail, poultry, egg, canning, leather, fish proc- 
essing and fur industries. 

Because the overwhelming majority of the members of our union 
are employed in the food processing or in the food retailing industries, 
we have a great interest in legislation which will benefit the farmer 
and the consumer. 

We believe the legislation to encourage the improvement and de- 
velopment of metropolitan wholesale marketing facilities for handling 
agricultural commodities fits this category. 

We, therefore, support H. R. 3623 by Mr. Ford, H. R. 4250 by Mr. 
Anfuso and H. R. 4504 by Chairman Cooley. 

Mr. Chairman, in reading through these bills, we find one important 
difference between Mr. Ford’s bill, 3623 and 4250 by Mr. Anfuso and 
4504 by Mr. Cooley; 3623 provides that the mortgage limit be 4 per- 
cent whereas Mr. Ford’s leaves that up to the Secretary. We believe 
that the provision of 4250 and 4504 is preferable. 

The Cuatrman. We thank you very much, Mr. Mayer. 

Mr. Anruso. I want to congratulate you on a very fine statement. 

Mr. Mayer. Thank you. 

The CuarrMan. It wasa very fine statement. 

We will try to complete the hearings tomorrow morning, and ad- 
journ now to meet at 10: 30 tomorrow morning. 

So we will see you tomorrow morning, Mr. Welsh. 

Mr. Wetsu. Thank you, Mr. Chairman. 

(At 12:30 the committee adjourned until 10:30 Thursday, March 
21, 1957. 
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THURSDAY, MARCH 21, 1957 





House or REPRESENTATIVES, 
CoMMITTEE ON AGRICULTURE, 
Washington, D.C. 

The committee met, pursuant to recess, at 10:30 a. m., in room 1310, 
New House Office Building, Hon. Harold D. Cooley (chairman) 
presiding. 

Present: Representatives Cooley (chairman), Johnson, Hagen, 
Watts, Jones, Thompson, Albert, Abernethy, McMillan, Grant, Simp- 
son, Dague, Harvey, Belcher, Harrison, Dixon, Smith, Matthews, 
Jennings, Knutson, Bass, Anfuso, and Tewes. 

The Cuarrman. The committee will please be in order. 

I should like to ask unanimous consent to include in the record cer- 
tain statements which will be submitted for the consideration of the 
committee; one by the commissioner of markets in the city of New 
York, and I understand that some other people have indicated that 
they will submit statements for our consideration. Without objec- 
tion, I direct the clerk to insert the statements. 

Mr. Philip F. Welsh, general attorney, Association of American 
Railroads, is present. We shall be glad to hear you now, Mr. Welsh. 
























STATEMENT OF PHILIP F. WELSH, GENERAL ATTORNEY, ON 
BEHALF OF ASSOCIATION OF AMERICAN RAILROADS 


Mr. Wetsu. Thank you, sir. 

My name is Philip F’. Welish. Lam a general attorney with the As- 
sociation of American Railroads in Washington, an organization 
consisting of most of the class I railroads in the United States. I ap- 
pear on behalf of those railroads in connection with H. R. 4504 and 
the companion bills relating to wholesale marketing facilities for agri- 
cultural products that are pending before this committee. 

During the 81st and $4th Congresses, similar bills were the subject 
of hearings before the Committee on Agriculture, and representatives 
of our association testified in opposition to them. I may say at the out- 
set that our position is unchanged, and I shall confine my remarks to- 
day to a somewhat condensed restatement of the previous testimony 
given on behalf of the railroads. 

The railroad industry has no objection to the final or ultimate ob- 
jective of these bills; namely, the provision of adequate and efficient 
facilities for the wholesale marketing of perishable agricultural com- 
modities in metropolitan areas to the extent that they “y may be neces- 

sary. As you know, the railroads have invested millions of dollars of 
their own funds in facilities for ma.keting produce in many cities 
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of this country. The railroads are large carriers of agricultural com- 
modities and they have every reason to be interested in whatever will 
maintain a healthy market for farm products. 

What the railroads object to in the pending proposals such as H. R. 
4504 is the method by which the purpose of the bills would be pursued. 
We object to the bills first of all because the program they envisage 
would constitute a threat to the large existing investment of the rail- 
roads in such marketing facilities, amounting to millions of dollars. 

If new facilities are provided, with the aid of an Federal guaranty 
in the form of mortgage insurance, in communities in which railroad 
facilities already exist, it is reasonable to suppose that the railroad 
facilities would cease to be used, or that their use would be diminished. 

The value of such facilities would thus be lost. Harm to the rail- 
road investment might also come about in the following way. If the 
need for new marketing facilities is miscalculated by the Secretary of 
Agriculture or other official administering the act, a surplus of market- 
ing facilities in a given locality might well be created. 

If there were not sufficient revenues to maintain both facilities, a 
possible development in such a situation would be that the Federally 
aided facility would default on its mortgage payments. 

The Government would take over under the default provisions of 
the bill and either operate the facility or dispose of it to new inter- 
ests. One result would be that the Government would end up operat- 
ing the facility in competition with private business, contrary to rec- 
ognized notions of the proper functions of the Federal Government. 
An alternative consequence would be that the facility would be dis- 
posed of to new interests for Jess than the original investment. By 
acquiring the facility at reduced cost, the new interests would actually 
receive a Federal subsidy, and would be able to engage in unfair com- 
petition with the privately financed railroad facility. 

Under either alternative, the railroad-owned facilities would be 
placed at unfair disadvantage as a consequence of governmental 
action. 

The second ground of railroad objection may be stated as follows: 

Marketing centers for the wholesale handling of agricultural prod- 
ucts are commercial enterprises. As such, it is our view that they 
should be subject to the ground rules that prevail and apply under a 
free-enterprise system to all other forms of business. One such ground 
rule is that proposed business enterprises should raise their own cap- 
ital for projects they consider to be promising, without aid or guaran- 
ty from the Federal Government. If a contemplated enterprise is 
economically sound it is believed that it will attract from private 
sources the capital it needs. If it does not attract such capital, that 
fact. may be interpreted as an economic judgment of investors that the 
enterprise is not sound or justified from a business viewpoint, and that 
there is not such need for the project as to make it pay. 

As a general matter, our business economy operates on the assump- 
tion that the judgment of the market place is a proper and reliable 
mechanism for determining and directing the flow of investment. The 
growth and vitality of our economy suggests that this assumption has 
been well founded. We submit that the foregoing considerations 
apply to the matter of obtaining suitable marketing facilities for per- 
ishable agricultural produce: where integrated centralized markets 
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would be able to pay their own way, capital will ordinarily be avail- 
able to finance them; where capital is not forthcoming, it 1s strongly 
indicated that the project is not a sound one. 

In connection with this aspect of the problem, it is pointed out 
that in hearings before this committee on similar bills in 1955, the 
Department of Agriculture furnished information that various com- 
munities of substantial size throughout the country have on their 
own initiative, and with such resources as they were able to attract 
without aid from the Federal Government, constructed just such 
centers for the marketing of produce as are contemplated by the 
pending bills. In the view of the Department of Agriculture at that 
time, the need for capital was not such a limiting factor in this pro- 
gram, perhaps, as the need in the various communities for leadership 
to bring together all of those who feel a need for such facilities and 
have an interest in causing them to be constructed. 

We think that the Department obviously has extensive experience 
and information on this question, and that the information furnished 
does indicate the absence of need for Federal financial guaranties. We 
are generally informed that the furnishing of these facilities on a 
local level, with the aid of local initiative and financing, has continued 
since 1955. 

New facilities have been built, and we understand that others are 
in the planning stage. This indicates that real progress has been made 
and will continue to be made. 

Departing a minute from my statement I would like to mention 
the fact, if you look through the records of the hearing 1952 to 1955, 
the two places most conspicuously mentioned as being in need of 
help in this regard were New York and Philadelphia. I am sure the 
committee is gratified to know the problem in Philadelphia appears 
to be on its way to solution. We are told the food distribution center 
now planned and going forward in Philadelphia will occupy some 
400 acres of ground, That the utilities for the use of that center are 
now in the process of,construction. And also that this entire project 
has been organized and pushed along without the aid of Federal 
financial aid. 

It is pointed out that in many of the cases in which local effort 
has produced the needed marketing facility, the railroads of the 
locality have participated actively in the program and have in fact 
taken the lead in pushing projects to fruition. 

Enlarging a little bit. on that point I would like to mention a few 
things the railroads have done in the construction of these integrated 
markets such as those contemplated by the pending bill. 

I am reliably informed that they have furnished money, that they 
have provided Jand and that in certain instances they have guaranteed 
the obligations of the corporations locally formed to assist in the 
formation of these markets. 

And I mention that fact for the reason that I do not want to leave 
with this committee the impression that the railroads are opposed to 
this proposal for the sake of opposition, and that we are against any- 
thing that represents form of improvement or progress. That just 
isn’t so. We are very much interested in the marketing of farm pro- 
duce. The fact that individual railroads have assisted in these proj- 
ects would certainly dictate tha they think it is to their self-interest 
that marketing should be improved. 
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Our divergence from the objective of the bill is, as I say, with the 
method adopted and the method proposed of achieving those ebjec- 
tives. 

The experience to date would indicate that there is not a genuine | 
need for congressional action and the intervention of the Federal 
Government to help finance these programs. 

For the reasons that have been given, the Association of American 
Railroads respectfully recommends that these bills should not be favor- 
ably considered. 

The Cuatrrman. Thank you very much, Mr. Welsh. 

I am sure you are aware of the fact that the legislation is pursuant 
to a bill passed out of this committee and passed by Congress. We 
have had surveys in different parts of the country and certainly made 
a survey in Philadelphia. It was based on the findings of the experts 
in the Department of Agriculture. I don’t know what finaneial ar- 
rangements have been made in connection with that particular market 
but I have been told that if this bill were enacted, the authority in 
Philadelphia would need the advantages of the bill and the features 
of the bill just as it was pointed out here yesterday in connection with 
the modern market we have in Raleigh. 

The financial burden is being borne now by public-spirited business- 
men who followed the advice of the Department of Agriculture and 
designed the market to meet the specifications of the Department ex- 
perts, but they are desperately in need of financing. 

They have a short-term building-and-loan mortgage, but they need 
this legislation. 

Now. going baek to your basic objection to it, you say, first, you 
represent class I railroads. Will you give the commitiee a list of 
representatives of the class I railroads, members of your organization, 
who have authorized you to speak ? 

Mr. Wetsn. Mr. Chairman, I couldn’t do that because there are 
130 approximately, approximately 130 class I railroads which are de- 
fined as railroads having gross operating revenues of $3 million or 
more. 

The CuatrmMan. You call it class 1? 

Mr. Wetsn. Class I. 

The Cuairman, Class I railroads must have an earning capacity of 
what ? 

Mr. Wexsu. Gross operating revenues of $3 million or more 

The Cuatrman. Have they taken action directing you or someone 
to speak in their behalf? 

Mr. Weusu. Iso understand, Mr. Chairman. 

The Cuairman. Do you have a board of directors of this associa- 
tion? 

Mr. Wetsn. Yes; there is a board of directors consisting of 20 rail 
road presidents, and it is my understanding that, when this bill came 
on for hearings in 1950, there was authorization from the board to the 
officers of our association that e\pressed the position that was then 
expressed. . 

the CuHamman. Now, how many of the railroads which you repre- 
sent actually own and operate markets; very few of them ? 

Mr. Wensu. I don’t know, sir. I couldn't give you the informa- 
tion. Some do. 
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The Cuarrman. Your testimony is calculated to lead us to believe 
that practically all the railroads in the country are operating mar- 
kets for the sale of fruits and vegetables. I am under the impression 
that very few of the railroads are operating markets. Please obtain 
that information for us. 

Mr. Wetsu. I will try and get that, sir. I am unable, at the mo- 
ment, to enlighten you in that regard. 

The CuamMan. Whenever a railroad is operating a market, that 

railroad, and only that railroad, is permitted to trade in that market ? 

Mr. WeLsu. No, sir, the Chicago Produce Terminal, located in Chi- 
cago, IIl., is owned and operated by 2 railroads; 31 railroads have 
access to that and deliver perishable produce to it. It occupies some 
60 acres of land in Chicago, was built, I think, around 1929 or 1930 
at a cost then of approximately $10 million. The value of it would 
no doubt be much greater today. Any railroad that wants to get into 
that market can do so, is my understanding, and they do. 

The CHarrmMan. You don’t mean that all railroads have spur lines 
into that market? 

Mr. Wetsu. I don’t know whether they have spur lines, but they 
have something called reciprocal switching arrangements that some- 
times apply to railroads nearby. 

The Caarmman. How about eastern seaboard market, Philadelphia 
market, and the Boston market. In Philadelphia the Pennsylvania 
Railroad coneirinee that market completely, doesn’t it ? 

Mr. Wetsu. | am relyimg on testimony given before your commit- 
tee to that etfect. That is my knowledge about it, Mr. C hairman, in 
the last Congress. I suppose that is true. 

The CuatrMan. What makes you so apprehensive about the possi- 
bility of endangering the investments of railroads if this bill provides 
that the Secretary of Agriculture, after he has made a survey, must 
approve, and in making a survey certainly he tries to base it on factual 
findings. He would not approve a market in a community unless 
there were need for it. 

He would not have any right to open a market. He doesn’t initiate 
any action at all. The initial action must start with the community, 
the marketing authority, the municipality, or some group of individ- 
vals. Before opening the market or financing the transaction he 
would have conferences with the people in the communities. Wouldn’t 
that be a natural thing to su were 

Mr. Weusn. I should think so. I am not suggesting that in everv 

case Where these markets went up the railroads would suffer some kinds 
of diseaster. 

The CuatrMan. I think everybody on this committee knows there 
has been a great interest in new marketing facilities in the city of 
Philadelphia. That has been going on now for several years “and 

each year, or each session of Congress, we have under consideration this 
legislation or somewhat similar legislation. The bill has been passed 
by the House once or twice, and I ‘thought that we had met just about 
every objection that had been leveled at the bill. Your objection to it 
is that it is not needed. You think loeal financing is available. 

Mr. Wetsn. Yes: that was one point. 

The Cuatrman. You just think that: you know that. 

Mr. Wetsu. Well, we—— 
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The Cuairman. We are told by the people in the city of Richmond 
that. local financing is not available. They want the market and have 
the plans for it but haven't the financing sources of credit, 

Your main objection is that it might endanger the operation of some 
of the markets now operated by railroads. 

Mr. Wetsu. Yes. 

The Cuarrman., I can see that, but I don’t think the Secretary of 
Agriculture or the people of the community would want to build a 
market, that would in any way endanger the operation of a market now 
being operated satisfactorily. You could go as far as the gentleman 
did yesterday, the representative of the bankers. He objected to 
everything. If we followed him we would repeal every law reported 
out of this committee during the last twenty years. We appreciate 
your views. 

Mr. Jenninos. Mr, Chairman? 

The Cuatrman. Mr. Jennings. 

Mr. Jenninos. Mr. Welsh, as I understand your testimony and your 
objection here, it is primarily objected to the point that, if sufficient 
need is evidenced for these facilities, private enterprise will take over 
and supply the necessary capital to put the market in operation. 

Mr. Wetsu. Yes; that was one point. 

Mr. Jennines. Now, would you say this same theory would hold 
true in our economy in general, or do you direct that observation to 
this one facility ? 

Mr. Wetsu. Well, I think it holds true generally throughout the 
economy. With, undoubtedly, exceptions that could be mentioned. 

Mr. Jennines. Do you think that has held true with the railroads 
in general and their operation ? 

Mr. Wensu. Well, for about the last 100 years, it has. 

Mr. Jenninos. Then, why do we find at present a shortage of coal 
cars? 

Mr, Wersu. Well, that is a very complicated subject, as you prob- 
ably know, Mr. Jennings, but it is traceable back to the capacity of 
railroad earnings. Railroads that don’t have the coal cars are re- 
grettably short of money with which to buy them. 

Mr. Jenninos. That is right. Now, do you think it is a proper 
activity of the Government to subsidize the railroads in purchasing 
those cars in the interest of the public? 

Mr. Wetsu. I don’t know eh Wie the industry has taken a position 
on that, yesorno. I don’t want to—— 

Mr. vet Has the industry received any tax amortization 
from the Government for expansion ? 

Mr. Wetsu. I believe they have. I believe with a great man 

Mr. Jennincs. Do you see any difference in that subsidy and this 
subsidy ? 

Mr. Wersu. As I understand those amortization provisions of the 
law for rapid depreciation of facility, they have a special defense justi- 
fication, and——— 

Mr. Jnnninos. It is in the interest of the public, in other words? 

Mr. Wetsn, That is right. 

Mr. Jenninos. Do you see much difference in accepting amorti- 
zation in the interest of the public for the expansion of railroad facility 
than in the guaranteeing of a loan for the expansion of marketing 
facilities in the interest of the public? 
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Mr. Wetsu. Well, I think there are certain analogies and parallels 
between the two, that I won’t deny, but I would suggest that the need 
for defense facilities rely paramount and undeniably, whereas we are 
continuing to maintain that private resources are capable of putting 
up the moneys for these marketing facilities. 

Mr. Jennines. But they aren’t capable of putting up the money for 
buying the coal cars to haul coal, so therefore it is Eee legitimate 
to accept tax amortization to expand their facilities in that respect, 
but you don’t think it is a proper function of government to guarantee 
a loan to help municipalities to build markets, in which the railroads 
may participate and expand their economy too? 

Mr. Wetsu. I think there is a difference. 

Mr, Jenninos. I notice also in your statement that the railroads 
have taken the lead in pushing projects to their completion and I as- 
sume that is correct. 

Mr. Wersu. I don’t say they have done that wherever it has been 
done, but I say upon occasion. 

Mr. JenniNos. Can you give us a specific example where the rail- 
roads have taken, because I would like to use that as an example. 

Mr. Wexsu. As I understand, there is one in Louisville, Ky. 

Mr. Jenninos. That is fine. Is that handled through the public 
relations department of your association or through the public rela- 
tions department of an individual railroad ? 

Mr. Wetsu. That would be an individual railroad. 

Mr. Jenninos. That is fine, and I want to commend you on that 
action and the individual railroads because I think that has been one 
of the fallacies of our whole expansion progress in marketing facili- 
ties, the lack of proper leadership. That is one, the lack of financial 
backing is the other. 

Now, do the railroads contribute any to the building of these proj- 
ects in the form of grants or investments? 

Mr. Wetsu. I am told that they have, that they have provided 
either money or land or have guaranteed obligations issued by local 
entity created for the purpose. 

Mr. Jenninos. That, too, is fine. 

Thank you so much. 

The Cuarrman. Mr. Albert. 

Mr. Axsert. I just want to make the observation, if what is con- 
tained on page 3 is true, we would have been a long time getting our 
railroads in this country ; wouldn’t we? 

Mr. We su. I take it you refer to the Federal land? 

Mr. Avsert. Well, the railroads have been subsidized more than any 
industry has been subsidized in the history of the world; the railroads 
were subsidized in their beginnings. 

The CHatrman. They were given 183 million acres of land. 

Mr. Wetsn. I don’t know about those figures, but it was substantial. 
Very large indeed. I would like to point out that the grant of sub- 
sidies in the form of land grants to the railroads did not involve any 
possibility of injuring anybody. 

Mr. Arpert. Well, it took up land that homesteaders might have 
homesteaded and it injured the stagecoach business. 

Mr. We sn. I confess ignorance about the objection that the stage- 
coach business— 
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Mr. Auzert. I am not going to belabor it. 

The Cuamman. Have you ever visited the Washington Street Mar- 
ket in New York or the market in Philadelphia ? 

Mr. Wexsu. I saw the film here the other day and I don’t advocate 
the perpetuation of those conditions. 

The Cuarrman. It isn’t contemplated by this bill that the Federal 
Government would ever get into the marketing business. If you have 
read the history and reports on this legislation as filed by this com- 
mittee, we have emphasized that fact. We do not intend that the 
Federal Government will operate these markets. Only in case of a 
default will the Secretary take charge of the markets. The markets 
will be operated by a private individual, and each of the stores and 
stalls will be rented and operated by private individuals. It will be 
aceessible to all railroads. It isn’t going to give anybody the exclusive 
right to use it. 

We contemplate the railroads will use one side of the marketing area 
and trucks the other. It will eliminate barging freight cars across the 
river and hauling the produce on the backs of men, pushcarts, and the 
like. It seems to me there is nothing about it to injure the railroad or 
to impair their operations. The market you have, I haven’t seen the 
Pennsylvania Railroad market, is built on valuable property, Even 
if the railroads had to cease using it as a marketing place, we would 
have a new market you could go to with the trains and you could use 
the property you now have for other purposes. 

Consider the Washington Street market in New York. The ground 
that those shacks are built on would bring more without the buildings 
than with the buildings. The people who own the buildings can _hi- 
jack the tenants and exact enormous rents from them, and the public 
1s paying the bill through waste and added costs. 

t certainly isn’t the purpose of this legislation to injure anybody 
and I don’t think the Secretary would approve a site or a market that 
he thought would injure somebody else’s Erathaee 

Mr. Wextsu. We would certainly hope he wouldn't. 

The Cuatrman. Mr. Anfuso. 

Mr. Anruso. And as I gather from your testimony, you are not 
against improving marketing facility, are you? 

Mr. Wetsu. No, sir, no indeed. 

Mr. Anruso. AsI gathered from your testimony, your two principal 
objections are, No. 1, you believe that private capital is available and 
2, you believe that it might interfere with railroad markets. Is that 
correct ¢ 

Mr. Wetsu. That is correct, sir. 

Mr. Anruso. All right, now assuming that private capital is not 
available, that would remove one of your objections, weonbie't it? 

Mr. Wetsn. Well, I suppose we would want to pursue the develop- 
ment a little while and see what happens before we made a decision. 
That seems reasonable, though. 

Mr. Anruso. And assuming further the final administration of this 
act would not injure any of your railroad markets, then you would also 
look upon it differently, wouldn’t you? 

Mr. Wetsu. Well, I suppose it would have to be reconsidered. 

Mr. Anruso. Thank you. That is all, sir. 

Mr. Hagen. One question, Mr. Chairman. 
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The Cuarrman. Mr. Hagen. 

Mr. Hagen. Let’s assume that without this legislation the city of 
New York undertook to build a marketing facility, your clients would 
have the same objection as if they undertook it with Federal assistance. 

Mr. We tsu. It would present some of the same problems, but I 
think our feeling would be that this is to a large extent also a local 
pee and it would be somewhat more proper for the State of New 

ork or the city of New York than for the Federal Government to 
handle it. 

Mr. Hacen. What consideration would make that true? 

Mr. Wetsu. Well, I think it is essentially philosophic policy con- 
sideration, that the State governments ought to be preserved to the 
extent that they can be, and the activities of the Federal Government 
not.enlarged unnecessarily. 

Mr. Hagen. Of course, the Federal Government wouldn’t enter the 
picture unless they were requested to by the local authorities. And 
presumably the Federal Government is not going to lose any money out 
of the project, so actually you are just opposed to governmental] act 
in this field, whether it be the city of New York, the State of New 
York or the Federal Government ? 

Mr. Wetsu. No, I don’t think we woud have any opposition to the 
States or municipalities being active in this. I understand they have 
been. 

Mr. Hacen. Actually, there is no reason which obtains against this 
legislation which won’t obtain against the State of New York, for 
example. 

Mr. Wetsu. The main reason would be a philosophical extension 
to Federal power. 

The Cuarmrman. May I ask you one other question? You said some- 
thing about this market in Chicago being open to other railroad com- 
pane. The truth is, trucks that are operated by farmers and truckers 

ave no way of going to and from those markets or trading in those 
markets ? 

Mr. We su. I don’t think they have at the Chicago market for the 
reason it was built around 1929 and 1930. 

The Cuamman. The Philadelphia market is operated by your rail- 
road. There is no way for the farmer to take his produce there for 
sale, is there? 

Mr. Wersn. You mean in the existing Philadelphia market ? 

The CuarrmMan. Yes. 

Mr. Wetsu. I don’t think so. 

The CHatrMan. That is what we are trying to do. We are trying 
to make the markets accessible to trucks as well as trains. 

Mr. Wexsu. I might mention there is a new produce terminal mar- 
ket in the Union Terminal market yards in Washington, D. C., built 
by the Pennsylvania Railroad in the last year. 

The Cuarrman. Where is that ? 

Mr. Wetsu. It is up north of Florida Avenue. It does provide ac- 
cess to trucks. It is new, extremely modern, and I am told it is one 
of the few air-conditioned markets in the country. 

Mr. Jenninos. Mr. Chairman ? 

The Cuairman. Mr. Jennings. 
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Mr. Jenninos. This new market doesn’t provide an opportunity for 
the farmers to come in and barter with the retailers directly ? 

Mr. Wetsu. No, I don’t think so. 

Mr. Jennrneos. I want to clarify my position for the record. T am 
not opposed to the amortization for the coal cars because it affects 
my constituents. I just wanted to point to the fact, this is one place 
where the general public might be helped through assistance by the 
Federal Government. 

In other words, I am for that, and I am for this also. 

The Cuarrman. Thank you very much. We appreciate your being 
here, Mr. Welsh. 

Mr. WersyH. Thank you very much. 

Mr. Anrvso. The commissioner of markets of New York City would 
have liked to have been here this morning and talked in favor of H, R. 
4504 and H. R. 4250. Unfortunately he could not be here and is sub- 
mitting a statement. May I submit that statement to be incorporated 
in the record at this time. 

The Cyatmman. Yes, sir, without objection, it will be incorporated 
in the record. 

(The document referred to above is as follows :) 

THE COMMISSIONER, 

DEPARTMENT OF MARKETS, 

New York, N. Y., April 9, 1957. 

Hon. Victor L. ANFUSO, 


Member of Congress, 
Washington, D. C. 


DEAR CONGRESSMAN: I have read with enthusiasm the proposals contained in 
H. R. 4250, as I note that this amendment encompasses a purpose which has 
been for many years a favorite goal of Mayor Robert F. Wagner and his ad- 
ministration, 

The necessity for stimulating both Government and industry toward the crea- 
tion. of new, improved marketing facilities, as well as the modernization of ex- 
isting markets, is well recognized. In New York City we have been dealing 
with this problem for decades. It occupies a prominent position on the agenda 
of this city’s administration. The welfare of our 14 million consumers, their 
health, their comfort and their purses, rests largely on conditions surrounding 
our wholesale food terminals. 

It is for these reasons that I heartily support the aims of H. R. 4250, and offer 
you my congratulations for having introduced a most vital and necessary piece 
of legislation at this time. 

Sincerely, 
7 ANTHONY MASCIARELLI. 

Mr. Jennrnos. Is he for this bill? 

Mr. Anruso. Yes, he is for these bills. 

Mr. Warts. Mr. Chairman, is this bill broad enough that it would 
permit financing for remodeling of an already existing market? 

The CuarrmMan. I looked at that last night and I think we will have 
to put in the words “financing and refinancing and improvement”. 

Mr. Heimberger, didn’t you go to the Chicago market with the 
Grant subcommittee ? 

Mr. Heimpercer. Yes, sir. 

The CuatrmMan. Will you tell the committee what you observed ? 

Mr. Hermpercer. The Chicago market referred to by Mr. Welsh was 
visited by the Grant subcommittee about 4 years ago. I was with the 
committee at the time, and it was one of the better railroad-financed 
markets in the country. As I recall that market, it has a railroad line 
running into it to which, as Mr. Welsh testified, by switching arrange- 
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ments, all railroads have access, but it has only one spur of track 
coming into the market, as I recall. The wholesalers who happen to 
be located on that spur, of course, have the advantage of moving their 
products directly from the cars into their places of business. The 
wholesalers who do not happen to be on this single spur of track, and 
I appore three-fourths or four-fifths of the dealers in the market are 
not located directly on the track, have to employ trucks and drivers 
and helpers and all these people you were talking about, Mr. Smith, 
to get that produce from the railroad car into their place of business. 

As an example of the difference in costs, which is paid by somebody, 
we found that at that time the estimate of moving a carload of produce 
from the car on the railroad spur into the place of business of a whole- 
saler, who was not located on the spur, and then loading it out again 
on a.truck was, as I recall, $78. 

The CuarrMan. $78? 

Mr. Hermpercer. Seventy-eight dollars a carload, and as an example 
of what it means to have your railroad right at the back, as the new 
modern markets would have, we obtained figures from a chainstore 
warehouse, I believe A. & P., which indicated it could do the same 
process unload a car of produce into their plants and load it out on 
trucks going out for $12. So that is one of the cost items that these 
new market designs are aimed at. 

The Cuarrman. We had some information, it is in the former hear- 
ings, about the deplorable situation in New York, but I didn’t re- 
member the cost being as large as $78 a car. By using a modern facil- 
ity they could greatly decrease the cost of handling, which charge is 

assed on to the consumer and back to the farmer. I don’t think there 
1s any question about it. 

Another objection which we had to this bill came from the cold- 
storage people. They thought we would probably drift into the oper- 
ation of cold-storage warehousing. The language on page 4, lines 13 
and 15, limits the public cold storage, “not including public cold stor- 
age to more than 10,000 cubic feet capacity.” I think Mr. Crow or 
someone cleared it up by saying that if the farmers reached the market 
and it was flooded and overcrowded, it was necessary for him to hold 
his produce off the market for a day or two, and that it would be well 
to have cold-storage facilities to put the produce in overnight or a 
day or two. 

If we report the bill we should put in the report that language 
which would clearly indicate to everybody that it isn’t the purpose 
of this bill to have the Federal Government go into the cold-storage 
business, but only to provide a facility which would be open to the 
public generally and the farmers, if they wanted to use it. 

Mr. JENNINGS. That wouldn’t preclude individual operators from 
putting in their own cold storage at that same facility. 

The Cuarrman. No; I think that in all of these produce stores, each 
unit is opened separately and they will have their own cold-storage 
facility. 

Mr. Jennrnes. That is my question. This will not preclude that. 

The Cuarrman. No; it is contemplated they will have that. 

Mr. Jennines. Due to the lack of cold-storage facility, you would 
have distress sales. He would get his produce there and have no place 
to store them, and he would just have to sell under forced circum- 
stances. 
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The Cuairman. That is why we wanted the legislation to provide 
public cold storage, but only for temporary use. 

Now, Mr. Watt's question, I think page 3, line 20, should make it 
perfectly clear by putting in the language somewhere—where it reads 
this way now: 

It is the purpose of this Act to facilitate, encourage, and assist municipalities 
and political subdivisions of States, public agencies, and instrumentalities of one 
or more States or municipalities, public corporations and boards, and private 
enterprise in the financing or refinancing, in the creation, improvement, and de- 
velopment of modern markets * * *, 

That would take care of what you had in mind; wouldn’t it, Mr. 
Watts? 

Mr. Warrs. Yes,sir;: that would do it. 

The CratrmMan. Now, are there any other persons who want to 
express their views ? 

{r. Garuines. I am wondering whether or not you have in this 
record any provision as to what the housewife pays. Whether or not 
there would be any difference in what. the food would cost in Raleigh 
and in Philadelphia, where you have to pay some $175 handling charge. 
I would like to know what the difference is. This information should 
be in the record. 

The Cuairman. The record will show that in connection with these 
studies they have made under Mr. Crow’s direction, they go into a city 
and make the complete survey of all the existing facilities and relate 
that to the improved facility and they can tell the municipality about 
what the amortization should be by using the modern facility. 

Now, on the question of what the housewife has to pay. In this 
Raleigh market, as you know, the farmer has a place where he may 
go in “with his truck and transact business with the housewife, and 
they want to extend that area to make it larger for the use of the 
people. ‘To come back to the question of the importance of the con- 
gested terminal markets, I think that the market price paid for poultr¥ 
and vegetables throughout the country is more or less fixed in that 
bunch of shacks and ratholes in New Y ork City, and naturally it does 
have a tremendous effect on the market price, but if we could get a few 
of these markets built in the congested areas, I think it would | be bene- 
ficial to everybody. 

I have been talking for 20 years about the wide spreads between the 
sroducer and consumer and it seems to me this is one thing that will 

elp to shorten that wide gap between consumer and produe er. 

I do not visualize we are going out and obligate the Government 
for a large amount of money. We only authorize $25 million with 
another limitation of not more than $100 million that could be ob- 
ligated. If it proves to be a success and municipalities and market 
authorities attain independence and build markets, I think it would 
be to the interest of everybody concerned. 

Mr. Gatuines. That answers my question fully, Mr. Chairman, I 
think. I am quite concerned about the difference in what they would 
pay over the country for these various and sundry vegetables and fruits 
where you have the improved market fac ility and “where you do not 
have it. Because that is, after all, what we are trying to accomplish by 
the committee in considering this type of legislation. 
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In trying to stabilize the price to the person who buys the goods over 
the counter. 

Mr. Smrru. Mr. Chairman, what percentage of the food sold in 
the Raleigh Market goes to the housewife ? 

The Cuarrman. He said yesterday, I think, about 20 percent of the 
trading was done at the farmers’ platform. Not to exceed 20 percent. 
Fach of these stalls have been taken over by some company and they 
are constantly enlarged. Now, what he visualizes is expanding the 
farmer’s area so that there will be more direct trade. 

Mr. Smrru. In connection with that, it seems to me we have one fact 
that has not been mentioned here that is very important and that is 
the frozen-food problem that is confronting us. The frozen food, the 

rocessors are going to freeze their food all over the country. A 

armer out in my country used to depend upon his eggs for a part of 
his livelihood, but now the chainstores and the big processors are com- 
ing in and building the factories, doing packaging, and so forth. It 
seems we are confronted here with the same old proposition, it seems 
to me what we are doing is tacking something on to the farmer, when 
in reality we are doing something for the middleman that handles these 
products—the broker. 

The Cuarrman. I differ with you on that. I am actually surprised 
that we haven’t had the wholesale produce dealers appearing in opposi- 
tion to this legislation. Ido not recall that we have had any. If you 
have too much direct trade from farmers to housewives, you are going 
to do away with the middleman. 

Now, how far we can go in doing that without meeting public oppo- 
sition, I don’t know, but certainly it isn’t for the benefit of the a 
or middleman we are considering this legislation. 

If you have never actually been to these markets it would take only 
1 day to fly to New York. 

Mr. Surru. Mr. Cooley, I have been in the markets all over the 
United States and I held a 10-day hearing in the Washington Street 
Market and I know what it is that is increasing the cost of their food 
in New York City. Itis the New York racketeers. 

Mr. Cooter. Those are the things that are causing a lot of diffi- 
culties. They had the architectural design of a modern market. They 
had a market commissioner and I was very much interested, and en- 
thusiastic about it, but these property owners seemed to be able to 
throttle the whole business and it hasn’t moved forward. I think 
that if we pass this bill and give them some assistance, it will go ahead. 
They have two sites, located on this side of the river, I believe, and you 
would not have to barge all this produce across the river and take it 
back. 

Mr. Suveson. Mr. Chairman. 

The Crarmman. Mr. Simpson. 

Mr. Stmprson. Isn’t this a similar bill that was passed out last year? 

The CHarrMan. It is, 1 think, identical. 

Mr. Stmpson. Well, I am in sympathy with it, but I am not going to 
vote for it, and the reason that I am not is because it is 25 million 
bucks and on page 8 it says “not to exceed 100 million” and I realize 
it is probably on a payback basis, but I don’t believe we can get this 
bill through the House of Representatives. 

The Crarrman. It passed the House before, I do not think we had 
anybody opposing it. 
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Mr. Suvpson. Isn’t the House getting deluged with letters on this 
budget, and what will this do to the Soke, if anything? 

The Cuamman. I don’t know what it will do to the budget, but I do 
know this—some of your party members in the executive branch have 
come through with recommendation to reduce the budget. 

Mr. Smmpson. There have been a lot of recommendations from my 
party that I haven’t followed. 

The Cuarmman. Here is the thing about it. What else on earth can 
anybody propose to shorten the distance between the producers and 
ee If there is any better plan than this I should like to know 
about it. 

Mr. Simpson. I have been to these produce markets, I have been to 
the market in Los Angeles and I have been to the markets here, and I 
think there is need for something to be done but I still think we are in 
a very difficult position to get this bill through. 

The Cuarrman. Mr. Andresen approved the legislation all the way 
through, but he moved to recommit the bill because of the scarcity of 
building materials. There was no real fight about it. 

Mr. Smpson. But it just seems to me the temper of this House from 
the Republicans and Democrats and the city Members, is just not to 
vote anything that helps the farmer. This adds $100 million to the 
budget. I have no objection to the bill, I am just looking at the posi- 
tion of the Congress on increasing the budget. 

The Cuarrman. Well, it could only add 25 million. All we author- 
ize is 25 million. I think if you could justify anything, you could jus- 
tify this, because it is clearly in the interest of the consumer and in the 
interest of the farmer. e were told it wouldn’t even be necessary 
for the Department of Agriculture to add employees to the payroll. 

Mr. Stmpson. Somebody has to put up 25 million if it is accepted. 

Mr. Grant. Mr. Chairman, let me say this one word in line with 
what Mr. Smith has stated. I was chairman of the subcommittee in- 
vestigating this Washington Street market up in New York 7 years 
ago, and I think the greatest thing that contributes to the high cost 
is the situation he was describing. The testimony shows that we found 
out there that the porters had to carry a lot of this produce on their 
backs for blocks and blocks because of the trucks blocking the streets 
and they were highly unionized and they were getting, I believe, at 
that time about $200 a week. Around $200 a week and trucks were not 
able to get in there. Trucks would back up as near the place as possible 
and then the porters would carry it for blocks piggy-back, and they 
don’t want that broken up. 

(Without objection by the chairman the following communications 
were submitted to the committee :) 

NATIONAL POTATO COUNCIL, 
Washington, D. C., March 20, 1957. 
Hon, Harotp D. Cootry, 


Chairman, Committee on Agriculture, 
House of Representatives, Washington, D.C. 

DEAR CONGRESSMAN Coorey: The National Potato Council, which represents 
potato growers throughout the United States, wishes to endorse H. R. 4504, the 
bill to encourage the improvement and development of marketing facilities for 
handling perishable agricultural commodities. 

The council feels that the provisions of this bill are necessary to effect econo- 
mies in marketing of agricultural products. The spread between the farm price 
and the retail price is becoming wider. A good part of the increase in the spread 
is a result of inefficient agricultural marketing facilities in our large terminal 
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markets. Therefore, constructive efforts should be made to construct efficient 
facilities for the rapid. and economical handling of gricultural products in our 
large terminal markets. 
Very truly yours, 
A. E. MerckKer, Evecutive Director. 





NATIONAL ASSOCIATION OF REFRIGERATED WAREILOUSES, INC., 
Washington, D. C., March 21, 1957. 
Hon. Haro.p D. Coo.iey, 
Chairman, Committee on Agriculture, 
House Office Building, Washington, D. C. 


DEAR CONGRESSMAN CooLey: In view of hearings now being held on H. R. 4504, 
the Marketing Facilities Improvement Act, we would like to submit a brief state- 
ment in opposition to certain provisions of the bill to be included in the record. 

As section 4 defines “market facility” it would appear to authorize Govern- 
ment-guaranteed financing of public cold-storage warehouses of not more than 
10,000 cubic feet capacity without limitation as to the number of such facilities. 

We doubt that it was your intention to extend Government-guaranteed financ- 
ing to the public cold-storage industry. Furthermore, there is no shortage of 
cold-storage facilities nor any shortage in private financing for new facilities 
as the need may arise. 

We therefore believe that the bill should be modified accordingly. A simple 
amendment would meet out objections and at the same time be consistent with 
the objectives of the bill. It would also permit cold storage facilities to be in- 
cluded in the market facilities. 

The amendment we respectfully suggest would be as follows: 

Page 4, line 15: “storage warehouses, and refrigeration facilities in individual 
stores of more than ten thousand cubic feet”. [Italics have been added.] 

Thank you for giving this matter your attention. 

Cordially, 
GILBERT J. STECKER, President. 


ALBANY, N. Y., March 26, 1957. 
Hon. Harorp D. Coo.ey, 
Congressman From North Carolina, 
House of Representatives, Washington, D. C.: 

National Association of Produce Market Managers, in convention at Rochester, 
N. Y., has gone on record supporting your bill No. 4504 which encourages the 
improvement and development of marketing facilities for the handling of perish- 
able agricultural commodities. The association feels that your bill will help in 
the improvement and betterment of our marketing system through financial 
assistance which would be made available for the construction of new markets 
and the improvement of those already in existence. We urge the passage of 
this measure.in the present session of Congress. 

JuLES S. CHERNIAK, Secretary-Treasurer. 


The Carman. The committee will now go into executive sesston. 
(Thereupon, at 11:45 a. m., the committee went into executive ses- 
sion.) 


x 





